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What’s Ahead? The 1937 Stock Market Crash and Business Crisis 


By LEWIS H. BROWN* 
Chairman of the Board, Johns-Manville Corporation SECURITIES LEGISLATION AND SEC RULES BLAMED FOR 
Pointing out extent business picks up this Spring will give clue as MAGNITUDE OF MARKET DROP 
to whether a reaction or another business boom will ensue, prom- By BENJAMIN M. ANDERSON, Ph.D.* 


inent industrial executive expresses confidence in long-term pros- Calling 1937 stock market break one of most violent in its history, Dr. Anderson ascribes intensity to 


pect of economic conditions, provided government will not discour- : , t of its effici d ' lati Point ‘ ae ket b “thin” and 
7 ; " sto r 
age business confidence. Says we now have “a hybrid Keynesian- impairment of its efficiency under government regulation. Points out stock market became in” a 


Welfare State” and, therefore may expect artificial business stimu- unresisting to selling pressure because Securities and Exchange Acts eliminated men of wealth from 
lants, government interference with business influenced by labor participation and thus reduced buying power and speculative courage. Defends “informed trading,” and 
lei and increased taxes. Holds, however, because we still holds SEC has not carried out iatention of Congress regarding it. Suggests rule for dfferentiating be- 
! ve 9 ok = . . . . ° 9 
ave a capitalistic economy, government cannot prevent a recession, sween fair and walle use of “lnslde infermation: 
and when the Keynesian State fails in this objective, it will be 
thrown into the ashcan. ARTICLE I 
Among all the important problems facing top management today The stock market; which had reached a high of 195.59 (Dow-Jones Industrials) in early 
I think consideration of the immediate and long-term economic trend 1937, weakened with the President’s attack on the Supreme Court, and then, as the evi- 
is uppermost. American businessmen must deal with this considera- - ; 9 
tion in making every decision. And as you purchasing agents are dence grew that the attack would be beaten off, rallied to 190.38 on Aug. 14. Then, out 


. - = 








responsible®* -of a clear sky, : 
there came a The break between the summer of 


for carrying , - 
out in your violent break 1920 and the low in the second 
field the poli- S eC CEC t in the stock ! ¢ quarter of 1921 was definitely 
cies deter- market which /more mederate, amounting to only 
mined by your m , joe ae moved, almost | @ —_— 28%, and this was the most vio- 
companies, Readjustment in a Milieu of Rigidities ' without inter- . |lent sudden break which our his- 
this subject ae ae ae ; ie _ | ruption, to a aN (Continued on page 32) 
which tonight *Disinflation, nothing to worry about,” “a burp in jow of 97.46 , ce S 
I shall call the postwar economy,” “nothing to fear but fear itself,’ ‘“‘a on March 31, 
yg ee - - . ° 9 Q2 is pa % , 
Ko tap pr mes healthy (meaning, presumably, wholesome) readjustment” 19%8._ F ae EDITOR'S NOTE 

: Jani cm s > F mics > j ; e : ra owing - ; *The adjoining article is the first of 
does have a —these are some of the ty pical terms being employed to stock market , three chapters dealing with the op- 
direct bearing describe the downward turn of business during the past break, with a erations of the stock market wader the 

. Ww 4 . p . ° ° 1 ‘ ane ecuritles egisiatton which 

on your own) few months. Representatives of the Administration have lag of about || will appear in the late Dr. Anderson 


activities. _ artin arixr, anti > 7 ry : 14 rhe oc 9 li Jit Obs weeks, forthcoming book on financial history 
Since IT am, been particularly active in trying to belittle what is taking ia itioboe™ tae Sete t, tae en ee ee 


Ww ineacman ace. f is rhich inci : yr 1s ite reminisce : : . nomics and the Public Welfare’ and to 
Lewis H. Brown a businessman | Place . All this (wees incidentally is quite reminisce nt of the New York Benj. M. Anderson iS panliched” in ee 
. and not an the disputes of 1938 as to whether what was taking place “Times”  sea- Co. The remaizing tuo eves a 
——— wie I say . this se was a “recession” or a “‘depression’’) raises some interest- sonally adjusted business index. ro: alg nae ay dae nant oi 
cc 1S maseqd On reports yreparec . ° . : here beg: ¢ sPicliva , rena , , Y ; sO + Wires 
iy mv company’s Analveie Dent. ing questions and calls attention sharply to a number of “ere began a decisive downward || geath on Jan. 19. was Cornell Professor 
yy my company’s Analysis Depart- — : aie ¥ ‘ - move in industrial production. of Banking at the University of Cal- 
ment, by our Economist and from basic factors in the pI esent situation. The Federal Reserve index shows ifornia, Li Angeles, and Consulting 
ti prepare y side ec - 2 : Pas . -£ oo ‘teeenie m s See ~ Economist of the Capital Research Co., 
data prepared by outside econ- First of all, one can scarcely fail to wonder if at least a break from a level above 115 | 76," angeles. He was formerly Econ- 
omists whose services we employ : : ; —_e nea . in August of 1937 to 76 in May omist of the Chase National Bank. At 
(Continued on page 30) some of the elements in the Democratic party have not at o¢ 1938 tha the of his death BP. cadena 
Fe P ee owe 2 x . . eo also President of the Economists 
ides ies tee Bien tae length become aware that what they said during the political The break in the stock market |] Wational Committee on Monetary Pol- 
An aadaress ay Vil 2rOWN e- ae ’ ; : i was one oft the most violent in our 1 —Edito? 
fore the Purchasing Agents Asso- campaign last autumn and w hat many of them have been whole history. The decline in the 
reg = ig? _ New York saving over and over again since that time is hurting, not curve for industrial production. 
City, Feb. 15, 1949. .) ; wealth TI £ the | — — se d 1937-38, was the most violent de- 
> j ‘ > . a) « » £ « . hb 04 . F S P 
1elping matters. 10se of them who have advanced beyond gjjne in an eight-or-nine-month 
the primer stage in economics must have been aware for a period that our history records 


King County, aie alas wis, tian ret eat. 
; (Continued on page 26) 1e break amounted to 341» 
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An Inflation Upswing in Prospec 


By JOHN D. CLARK* 


Member, Council of Economie Advisers 


Dr. Clark upholds President Truman’s proposals for additional pcwers to curb inflation on ground infla- 

tionary forces, despite price declines and increased unemploymeni, are still strong and upward swinz of 

prices is likely again in Spring. Holds, unless inflation renewal is curbed, there w.il be an “uliimate 

crash.” Predicts increase in Spring of farm employment, Federal expenditures and an end of Treasury 

surplus available for debt redemption. Denies increased taxation will reduce incentive to invest and 
defends tightening of credit controls as well as standby curb on wages. 


When there are so many cross-currents i1 the business world as there are now, the citi- 
zen is disposed to read a few of the conflicting judgments about the situation and decide 


that it is too complicated for him to make an/7 


The President © 
of the United nee ’ 
States and the is 
members of 
this commit- 
tee are not 
permitted to 
take that easy 
course. The 
Employment 
Act of 1946 
requires him 
to make this 
report at this 
time and to 
a¢t foritnr 
therein the 
current and 
toreseeable 
trends in the levels of employ- 
ment, production, and purchasing 
power, together with the program 
which he recommends to attain 
the declared policy of the Con- 
gress that all of the plans, func- 
tions and resources of the gov- 
ernment shall be used, within cer- 
tain limits, to promote maximum 
employment, production and pur- 
chasing power. 

This committee, established by 
the same statute, is enjoined to 
offer, as a guide to the standing 
committees, its findings and rec- 
ommendations with respect to 
each of the main recommenda- 
tions made by the President. Since 
any legislative program you may 
recommend must be prospective 
and can be valid only if it is rele- 
vant to the business conditions u 
the coming months, you cannot 
meet your obligation under tne 
statute withcut reaching some 
conclusion about the probable 
course of the economy in that 
period. Even a negative conclu- 
sion that no action need be taken 
by government would involve an 
affirmative judgment that the 
economic trend does not create a 
threat to the attainment of the 
objective of the Employment Act. 

In some lines of business the 
excess of demand over supply 
which causes inflation is so obvi- 
ous that the Congress has already 
begun to provide measures to re- 
strain spiraling prices. The ex- 
tention of rent control, and of 
control of exports, and the re- 
newed waiver of anti-trust law 
restraints upon 
channel steel and other key com- 
modities into preferred uses are 
justified only because it is be- 
lieved that demand in these areas 
is so great in comparison with the 
supply that socially desirable dis- 
tribution of these goods cannot be 

“Closing statement of Dr. Clark 
before the Joint Congressional 
Committee on the Economic Re- 
port, Washington, D. C., Feb. 15, 
1949, 





Dr. John D. Clark 


agreements’ to 


attained through the free opera 
tion of the price mechanism, 

The program now proposed bs 
the President in his annual Eco- 
nomic Report, which you are 
studying, is based upon the judg- 
ment that the postwar inflationary 
forces are still strong and will 
probably become more active in 
the near future, requiring the pro- 
vision of measures now to curb 
spiraling prices, This is the in- 
terpretation of the economic situ- 
ation presented to the President 
by the Council of Economic Ad- 
visers, and it has been discussed 
at length during these hearings 
by members of tne Council. 


Recommended Anti-Inflation 
Measures 

The anti-inflationary measures 
recommended by the President 
upon the advice of the Council 
are those which he first pressed 
upon the Congress in the special 
session in November, 1947, fol- 
lowing a report to him by the 
Council that the period of rela- 
tive stability in the first three 
quarters of the year had given 
way to a dangerously strong in- 
flationary situation. I have al- 
ready calied to your attention the 
quarterly data of gross national 
product, national income, and 
personal income, each of which, 
after jumping upward in the final 
quarter of 1947, climbed higher in 
each quarter of 1948 while indus- 
trizl production failed to increase 
The vindication by events of the 
report by the Council to tae 
President on Oct. 1, 1947, encour- 
ages the hove that the economist 
has professionai tools which en- 
able him to analyze business con- 
ditions correctly, and what is ner- 
haps more important, to analyze 
them quickly. 

Since October, 1947, the Coun- 
cil has made a report to th 
President each quarter, with many 
intermediate reports, and upon 
each occasion it has renewed its 
warning that the postwar infla- 
tion had not been liquidated and 
therefore must be feared. The 
course of business in 1948 con- 
firmed these judgments, although 
only once did business analysts 
generally agree with our view. 
With no increase in_ industrial 
production, wages crept upward. 
utility charges and other costs o! 
production increased, and the 
price index of the 700 commodi- 
ties other than farm and food 
products gained 5%. 

The price trend of these 700 
commodities is more important 
than that of food in determining 
the course of the economy, be- 
cause the price of foods does not 
directly influence the cost of pro- 


duction of other goods. The cur- 





decision about the trend of the economy. 


;rent decline in food prices may 
| have some effect upon the size ci 


wage demands, but there is no 
indication that it will cause laboi 
to forego a drive for anotzre! 
round of wage advances. 

Inflationary forces have been 
so strong that they withstood a 
terrific jolt when grain prices col- 
lapsed a year ago and they con- 
tinued to press the price level 
upward during the rest of the 
year notwithstanding the erratic 
performance of prices of farm ana 
100d products. More than once it 
the past two years the price level 
has seemed to become stable a: 
some prices have declined, anc 
soft spots and reduced deman: 
have appeared in the ecoiomy 
but eaca time the inflationary 
movement has been tesumea 
Conditions are developing for the 
same thing to happen again, 

We can never forget that the 
collapse of an inflationary boon 
is always around the corner, an 
for all the Council knows tha 
corner may be immediately ahead 
We have our data about all! kinds 
of identifiable business ecndi- 
tions, but these data fail to inforn 
us whether and when 
sentiment will change. If this in 
flationary boom levels off by it- 
self, it will be a new experience 
The typical ending has been 
sudden collapse tollowed by « 
rapid deflation, and the collaps¢ 
has occurred unexpectedly whei 
the business indexes are imost fa- 
vorable. Business. sentiment 
changes some night iOr reasons 
and at a time which no one 
foresee. Inventories which wes: 
comfortable the day before nov 
appear to be dangerously large 
and orders are canceled. Business 
plans lose their attractive aspec 
and are put on the shelf. Produc- 
tion is cut back, workers are lai 
off, and the deflationary spiral i: 
under way. 


bus.ness 


Fears a Business Collapse 

We have no experience to sup- 
port the belief that a strong and 
long-continued inflation which i 
permitted to run its course cal 
have any other ending than <% 
business collapse. Those who in- 
terpret the current situation as 
the end of advancing prices and 
the beginning of a period of re- 
adjustment which will soon turn 
into full production and employ- 
ment at slightly lower prices not 
only see an economy far more 
docile than the one the Council 
studies, but they fail to expla 
how forces powerful enough te 
drag the economy back from a 
beginning recession are not pow- 
erful enough to withstand coun- 
teracting forces which, according 
to their own premise, cannot be 

(Continued an page 28) 
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“Disinflation’’ and the 


Good Sense of the Investor 


By ALLEN M. BERNSTEIN 


President, Bernstein-Macaulay, Inc. 


Investment counsel cites importance of changing inventory situa- 
tion, with details of bearish elements in current supply, consumption 
and price elements in food, cotton, steel, fuel and copper. Main- 
tains present low price-earnings ratios of equities is justifted by in- 


+ LICHTENSTENN 


ventory vulnerability. Hence concludes moderate stock market 
bearishness is warranted. 
Earning statements of corporations are appearing and on the 
whole they make very pleasant reading for stockholders. And, it is 


quite possible that even inventories may not 
relation to sales. However, earnings and sales are past history. 


icillasit 


ror the tuture. 


Va re) 


. 


look 


unreasonable it 
Inven- 


che gradual weakening of textiles 


It would be of the growing supply of smal! 
interesting electrical accessories, ice-boxes 
furthermot ironers, washers, etc., but now 
if we might that the heavier goods industries 
liscover we are being affected we must real- 
elation of ize that inflation is passing and 
changes in a change is coming over ou: 
ratios of in- economy. It is too early to say 
ventories to whether the effects of this chang: 


sales over the 
past two 


months. 





will become cumulative. or 

whether there will be a gradual 

let-down in production and prices 
i 


There are The one bright spoi in the pic- 
various im- . ~ fture—the one reason that we are 
portant fac- Allen M. Bernstein [OPeful that our deflation will not 
torsinthe be too rapid—is that corporations 
present situa- are not overburdened with short 
tion that have a direct bearing term debt. The “new look” in 
upon inventories. Dun & Brad- borrowing the substitution for 
streets wholesale commodity short-term bank loans with term 
price index dropped to $264.42, loans both from banks and insur- 
the lowest price since July 15. ance companies will unquestion 
1947. The wholesale food price ably be the most important facto 


index was $5.91, the lowest price 
nuee the cudging Of ©.2.A. 
roils. ln the week of January 2! 


cOi) 


in preventing a too rapid deterio- 
ration of the economy. 


1 


ailures rose to 142, the higiest The Important Psychologica 
evel in years. The Bureau oi Factor 

the Census reports consumptioi However, again we repeat, it 

£ cotton in December at 681,000 impossible to predict the psychol 
bales, compared with 755,000 bales ogy of a hundred and fifty millic: 
in December, 1947. The New Yore people. If only ten men in a fa2c- 
Cotton Exchange reports stocks o tory be laid off, it mav affect the 
all cottons on December 31 ai spending habits of thousand co- 
more than 12,600,000 bales oi workers. Men do not spen 
which the government owned freely when they begin to worr. 
about one-third. Stainless steel gbout their jobs. Their imme- 


has almost become a drug on the 
market, the price of pig iron has 
dropped, and scrap is off several 
collars per ton. It is reported that 
certain types of steel are being 
imported from Belgium at prices 
almost 10% less than domestic 
prices. ‘“‘The Iron Age” says tha. 
there is ample evidence that the 
steel industry is approaching 
normalcy and that unusual pres- 
sure for deliveries is disappearing. 
Standard Oil of California has re- 


diate needs for clothing have bee!) 
satisfied, actually invisible inven- 
tory is probably larger than it has 
been since 1929. It has been ar- 
gued that the drop in food prices 
would allow the savings fine 
their way into other channels. In 
view of present uncertainties we 
doubt it. 

All of the above 
direct bearing upon 
sales and earnings. If 


4 
LO 


will have a 
inventories 
a drop it 


e Pa . . . a * d . x Cr 2 Ft “c 
duced its prices for crude and fuel , Prices Of from 10 to 15% 0 ete tie 
oils, and other companies are the loss on present inventories 
likely to follow. Copper futures will represent a fair percentage 


ere off almost three cents a pound, 
and lead is in easier supply, and 
grey markets for this once scarce 
product are waning. New cars 
are available for Spring delivery, 
instead of a year hence. An esti- 
mate of 3,500,000 unemployed by 


of this year’s profits. It must be 
remembered that a_ reasonable 
amount of corporate protits dur- 
ing the past three years has been 
due to inventory enhancement. 
3usinesses have been able to sel! 
merchandise on replacement 


April is prophesied. There are Value, and as replacement values 
now 67% more jobiess in New have usually been higher than 


York State than in early October. 


costs, a larger profit has accrued. 


And, so on, and so on. But every merchant and manufac- 
ie : ‘ turer wi 70M i ha the ame 
While any one of these items ‘¥UFer Mw ill admit t * the sam 
° fal y , le Lot +} \ ria 

may not be important, taken as a CONGNOn Is not \ ii true bu 
‘ . A .oOe { ‘ f i narie 
group they present an impressive *! “a nificd in a | mer n . ket 
. . ry a) } mT. VY VA) 3 rac] Try 
and not too pleasant picture. It is Which frequent'y wil esulf in 
important, however, to realize Sales being mace ata loss rathe1 
} . than at a profit Furtrermore, up 

that we are only now becoming Tali 

i ; to a point If is easier to seil ZOO 
fully conscious of what has been jn a yising market than in a fall- 


ceveloping for several months. 


Last year we commented upon 


ing market, Hence, if there is to 


sgn 2 } a 9Q 
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The Current Economic Scene 


By G. ROWLAND COLLINS* 


Dean, Graduate School of Business Administration, New York University 


Calling our economy a hybrid economic system, Dean Collins points out private enterprise has responsi- 
bility of production white gsvernment plans its operations. Holds most fundamental problem is rate at 
which we can creais new cap.tal and sees little logic in policy of multiplying claims on future capital 
for social purposes, when creation of new capital is throttled. Urges business men develop economic 
knowledge and rid themselves of fear Communism or State Socialism constitute twin dangers in current 


By now, for many American businessmen, the Presidential election of 1948 is nothing 
Certainly, it is no longer a pleasant political anticipation. Even the| 
the Inaugural Ceremonies of exactly a month ago, including ana 


but a jolting memvry. 
grandiose tantare «. 
“Buttons and 
Bows” Parade 
of the old 
faithful and of 
the newly 
penitent has 
come and 
gone. 

The Steam 
Calliope is si- 
lent. The tu- 
mult and the 
shouting dies! 

So it is, then, 
that in sober 
retrospect and 
in uncertain 
prophecy, per- 
chance, we 
can grapple for a time with the 
age-old but significantly current 
questions: 

‘Where are we? Where do we go 
from here?” 

By far too many of our people, 
I fear, the recent election has been 
interpreted to carry an import of 
some inevitable, non-stoppable, 
and definite trend toward Social- 
ism or Communism. 

And so there has settled down 
upon the minds and hearts of 
many, an awesome and over- 
whelming feeling of change. 

Yet, of course, it is probably 
true that from ancient days until 
now, no single generation has ever 
passed without experiencing a 
deep sense of change. And hence 
it is that with all of us, the sense 
of living in the midst of one 
violent crisis after another is often 
present. At times like these, in- 
deed, it may appear that our very 
foundations seem about to dis- 
appear. And life can seem sud- 
denly to swing around to confront 
us with an alien face. 

Nevertheless, change did not be- 
gin with our discovery of it. Nor 
do we need, perhaps, continually 
to vex our souls over the altera- 
tions and transitions of these tre- 
mendous days. Between the ex- 
tremes of despairing pessimism 
and foolish optimism there may 
still be a place for continued con- 
fidence in our ability to build a 
highway that will bear our weight 
as we advance. 


Geo Rowland Collins 


But we will need to do some 
penetrating thinking about the 
current economic scene! 

To me, any implication § that 


what has transpired indicates a 
trend of the mass mind in the di- 


“An address by Dean Collins at 
luncheon of the Trenton, N. J. Life 
Underwriters Association, Tren- 
ton, N. J., Feb. 17, 1949. 
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bia completely 


# | ventionist 
® the function of government should 


economic scene. 


rection of State Socialism or of 
Communism is unjustifiable. 

There is still mighty little evi- 
dence to the effect that a growing 
aumber of our voting citizens find 
an espousal of State Socialism or 
of Communism anything less than 
repugnant. The formal premises 
of these two ideologies, so alien to 
conventional American thinking, 
Nave not yet made either a logical 
or an emotional appeal to vast 
multitudes of our voters. 

Nevertheless, the import of our 
recent election is significantly im- 
portant. And the mere absence of 
any sharp trend toward State So- 
'cialism or Communism is no rea- 
con for either boast or compla- 
'cency. 

And in a nutshell, to my way of 
thinking, the trueand tragic signif- 
icance of the election was its in- 
dication that so many of our citi- 
zens have developed an “appetite 
for gifts’ from the Federal Gov- 
ernment. 

They voted for handouts! 

And that, of course, is a sure 
sign of the decay of self-reliance, 
ves, even a forewarning of threat- 
ening decadence. An 
economy has little need or excuse 
for a governmental paternalism 
hat at long last must degrade the 
spirit of its beneficiaries and 
‘ventually create a fictitious eco- 
1omie equality that will regiment, 
is one and the same, the thrifty 
ind the improvident, the industri- 
sus and the shiftless. 

In the campaign itself, of course, 
the electorate was offered little 
genuine choice, little antithesis of 
economic philosophy. Both major 
platforms stressed governmental 
interventionism. And neither fea- 
tured the wisdom of a return to 
true enterprise. 

Promises there were, vying in 
baiting power, uttered and writ- 
ten in the high-sounding phrase- 
logy of bounteous paternalism. 

In a sense, at least, the nation’s 
suffrage, the people’s vote, was 
put on the auction block for the 
highest bidder. 

We were promised the moon and 
a majority of our people at the 
polls showed that they wanted it 

—green cheese and all. 

It is true that the popular vote 
was close. Yes, but as a modern 
Lincoln might put it: “Perhaps 
you can’t fool all the people all 
the time, but it isn’t really neces- 
sary. A majority will do.” 

The truth is that for a long time 
now we have been living and 
working in these United States 
‘within a system of the private 


— ownership of the means of produc- 
f tion but 
fF, ment 


into which the govern- 
intervenes, by orders and 
| prohibitions in the exercise of that 
| private ownership. 


A System of Interventionism 


| . . . . 
|; It is a system of intervention- 


ism. 


—: Theoretically, it is a hybrid eco- 


That is, instead of 
centralized control 
of economic life by government, 
as under Communism, and instead 
of the government ownership and 
operation of selected industries, as 


‘nomic system. 


enterprise | 


| 


talism, retaining the advantages| 
of both and avoiding the disad- 
vantages inherent in both.” They 
support this hybrid economy not 
as a forerunner of something else 
but as a permanent system of eco- 
nomic management. 

Unfortunately, of course, among 
its current supporters there are 
many—too many—who have other 
ideas about its permanency. These 
pestiferous souls see in-the system 
of interventionism a mere 





the most appropriate 
tual centralized control over the 
entire economy that will be com- 
plete and that will regiment one 
and all. 

However all this 
succession of reports from the 
President’s Council of Economic 
Advisers and the recent economic 
messages from the President him- 
self make it plain that the Ad- 
ministration is committed to inter- 
ventionism, to a system of inter- 
ventionism that will establish a 
Weltare State. 


may be, the 


The re-deal of the New Deal 
plainly indicates that business 
must now plan on living and 


| working with more and more gov- 


ernment in the front office, with 
more interventionism rather than 
with less. 

Whatever may be ahead, it is 
fair to say, I think, that for the 
past decade and a half, the im- 
pact of interventionism upon the 
American economy has been sig- 
nificantly disconcerting. 

One of the major characteristics 
of the governmental intervention- 
ism so far experienced in this 
country has been a conscious ef- 
fort to glorify high-level expendi- 
tures for consumption goods. For 
a Jong time now, most of our gov- 
ernmental economists have been 
convinced that interventionism of- 
ters a better method of keeping 
money incomes in step with what 
real income there is available for 
consumption than the old method 
of a free market for goods and for 
finances. 

The initial recovery program of 
1933, as you will recall, centered 
primarily upon the expansion of 


'the consumer’s purchasing power, 


| The 


under State Socialism, the inter-| 


philosophy holds that 
be to plan the operation of the 
economic system. 

The more idealistic proponents 
of interventionism insist that it is 
“a third system that stands mid- 
way between socialism and capi- 


and upon the relief of distressed 
individuals and enterprises. 

Now of course, in the by and 
large, spending by the consumer 
depends upon two things, namely, 
(1) ability to buy, and (2) willing- 
ness to buy. Even in a depression 
period any complete preoccupa- 
tion with the notion that all the 
trouble lies with the consumers’ 
inability to buy is foolish. 

The depression of 1929 to 1939 
was not halted by means of hand- 
outs that pumped up ability to buy. 
cycle did not turn upward 
simply because we permitted the 
United States Treasury te go into. 
the hole to the tune of $23 billion. 
The leaf-raking projects of the 
WPA alleviated downright suffer- 
ing, ves, but they did not build a 
sound base for real recovery. 

The fact is that during the 30s, 
quite apart from ability to buy, 
the consumer simply was_ not 
overly willing to buy. And the 
consumer had not passed through 
a long period of goods starvation, 
a war period of consumer-goods 
unavailability. 

It was only after we became the 
“arsenal of democracy” and 
plunged into the biggest manpow- 
er operation in all history, both 

(Continued on page 31) 


tem-/|] 
porary status. They consider it as || 
method— |, 
step by step—to lead into an even- jj 


The New Labor Bill 
—Threat to Freedoms 


By CHARLES E. WILSON* 


President, 


General Electric 


Company 


Prominent industrialist, maintaining labor legislation should be in 
interest of public, and not of a class, says proposed new law would 
threaten freedom of work, freedom of speech, and freedom from 
human and economic waste and, in addition, would cause national 


paralysis. 


Urges non-communist affidavits from both union and 


company officials, and wants continued prohibition of closed shop, 
featherbedding, jurisdicticnal disputes and secondary boycotts, as 
well as injunction power in national emergency strikes. Opposes 
unionization of foremen and wants present law strengthened. 
My assumption is that what we ali seek here is a labor law that 
serves the public interest—that is fair to employees, to unions, to 


employers—while adequately 


the whole public. 


this Commit- 
tee in the 79th 
Congress, | 
stated my be- 
lief that in 
this country 
weiéthave 
passed the era 
of considering 
the interest of 
either man- 
agement or 
Hnions ‘a's 
being pre- 
eminent. I 
urgedthen 
that the inter- 
est of the 





Charles E. Wilson 


protecting 
Three years ago, when I testified on this same 
subject before + . 


whole public should be accepted | 


as paramount. I urge it again to- 
day. 

I have spent a whole lifetime— 
in private and in public service- 
trying to increase our country’s 
standard of living by increasing 
our production. In this effort, I 
have come more and more to see 
and to believe in both the human 
and the material values of our 
ireedoms. 

I am genuinely alarmed at the 
bill before you because of what 
seems to me to be its threat to 
our individual and_ collective 
freedoms through removal of 
safeguards now so wisely. in 
force. 

The 
freedoms is 

The present law’s 
the closed shop, together with the 
provisions protecting a man from 
losing his job because he may have 
offended those in power in his 
union, were important return 
steps toward again guaranteeing to 
the working force of our nation 
this basic right—tthe right to work. 

Such provisions need to be 
strengthened. To remove them 
would be to take a step backward. 
To permit a man or woman to be 


first of these threatened 


arbitrarily deprived of the very 
means of livelihood on someone 
else’s whim—or to give one or- 


ganization an entire monopoly on 
jobs—simply is not in accord with 
what public policy should permit. 

The second of our threatened 
freedoms is—freedom of speech. 

In this respect, prior to the pres- 
ent law, one of the darkest areas 
in the whole country existed in 
certain union practices where eco- 
nomic oppressions and_ reprisals 
were heaped upon a member who 
dared oppose the group in power 
or boldly exercised freedom of 
speech, or who asked for an ac- 
counting of how his money had 
been spent, or for an honest elec- 
tion, or in some cases for an elec- 
tion at all. To say such practices 
were unusual or few in number is 
no answer. The fact is—men were 
denied their rights. 

Further, management certainly 
should have the right, equally 
with unions, to state its case to its 
employees and the public. Either 
side should be permitted free 
speech equally, as long as no un- 
fair promises or benefits are held 
out and no threats of reprisals 
made. 

“Statement of Mr. Wilson be- 
fore the Senate Committee on 
Labor and Public Welfare, Wash.., 
D. C., Feb. 16, 1949. 


the freedom to work, 
banning of 


innocent bystanders and 


Third reedom trom waste, hu- 
man and economic. 

The jurisdictional strike has no 
detenders. Likewise the true sec- 
ondary boycott is, often, an effort 
to enforce labor monopoly prac- 
tically at pistol point. Granted, the 
President has asked some curbing 
of these. To be effective, the ma- 
chinery to do so must be instant- 
lv available and promptly used, so 
that the remedy is at hand before 
the damage is done. 

Featherbedding, also, is a bur- 
den on the backs of the whole 


public: adding costs and delays 
that the public should not be 
asked to bear and that, in the 


end, benetit no one. 


Fourth—treedom from national 
paralysis. 
The whole prosperity of our 


people, our whole standard of liv- 
ing, rests on the use of our pro- 
ductive capacity. The entire pro- 
ductive facilities of the nation 
should not be subject all at once 
to stoppage by some strategically- 
placed union group. I believe in 
the right to strike, but I do not 
believe this right should be so 
abused by a relatively small group 
as to tie up and damage the whole 
country. 

The present power of the Presi- 
dent to protect the nation from 
strikes that threaten the national 
health and safety certainly must 
not be weakened. On the contrary, 
you probably will want to explore 
how it may be strengthened and 
made more effective. Since Gen- 
eral Electric operates the great 
plutonium plant for the AEC at 
Hanford, we naturally watched 
with concern during the Atomic 
Energy dispute at Oak Ridge last 
year, in which the President felt 
he needed all the teeth in the 
present law and used all six steps 
the Act contemplates. Not only 
for atomic energy, but in other 
vital industries, the public interest 
must have effective protection. We 
have all seen the President need 
—and use — the machinery of the 
present law in what seems to be 
his annual coal problem and his 
periodic shipping problem, 


‘What a Fair Law Should Provide 


Any adequate and fair labor law 
—by whatever name—must, in my 
opinion, provide at least the fol- 
lowing: 

(1) Protection of the public. 

(2) Protection of the rights of 
individual employees from abuses 
either by employers or unions. 

(3) Protection of legitimate 
rights of both unions and employ- 
ers. 

(4) Requirement of equal re- 
sponsibility on the part of both 
employers and unions (One-sided 
legislation obviously will produce 
one-sided results, as we saw under 
the Wagner Act). 

(5) Protection of free speech for 
both employers and unions. 

(6) Protection of freedom to 
earn a livelihood. 

To meet these requirements, I 
believe any good labor law must 
now deal with at least 12 specific 
areas of need which we encounter 
in our own operations, or observe 
elsewhere. I would now like Mr. 


(Continued on page 26) 
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a tin amum  ) Lmpact of ERP on Our Economy 

say rtd —— By WILLARD L. THORP* 
‘, Retail Trade Assistant Secretary of State for Economic Affairs 

State of Trade eer eae State Department official, though acknowledging European Recovery Program may create serious short- 

‘ Auto Production ages in certain commodities, says it aids domestic economic stability by improving world economic condi- 

and Industry Business Failures tions and thus achieving balance in our international transactions as well as toster.ng flow of private 

A JZ investment. Contends by aiding economic development abroad, U. S. exports wili ve increased. 

— | There is a very real relationship between domestic economic stability and international! 


Over-all industrial production in the United States last week |economic affairs. Although foreign outgo and income are never large in comparison with 


continued to reflect high level output and moderately exceeded that/q country’s domestic transacti 
of the corresponding period last year. Most recent figures for con- | 7 
tinued claims for unemployment insurance covering the week ended 
Feb. 5, show an increase of almost 3% with initial claims reflecting | 
a rise of close to 5% in the same week. In a comparison with aj yges or sur- 
year ago it is found that continued claims were practically 68% | piuses in the 
higher. | commodity 
| 





tary side, and 
create short- 


r 7 farea. If the 
On Friday of last week Dr. Edwin G. Nourse, Chairman 0'|(oreign as- 
the Council of Economic Advisers, striking an optimistic note rela-| pects of our 
tive to the present decline in business, stated that the country is it | cconomy get 
a period o1 disinflation and that he is not alarmed over pricé | badly cut. of 
declines unless people get jittery and get out of the market. Con- | kilter, they 
tinuing, he said that if the country should get into this jittery stage|are a drag 
the situation could be snowballed into a recession. jupon the 
Commenting further, Dr. Nourse said that it will be a healthy; wuole opera- 
thing if the economy can be stabilized at above prewar prices and | ion. Or, con- 
below the peaks of the postwar prices. That is the Administration’s|} versely, 
aim, he added. ibnormality 
He also said he could not use the term “leveling off’? used by the favorable for- ; 
President at a news conference on last Thursday since that might | C18" economic relationships can 
imply a stop at a certain point. He stated that there might be | be a stimulating factor. : 
further “dips and recoveries” in the price structure. | Bo the United States, the sig- 
Defining the terms disinflation and deflation, he pointed out - pre nay ep seg eae anene- 
that “disinflation” which has occurred in farm and other prices tag PESRSSVe Ue Wie Wate 2S THUEN 
is quite a different thing from “deflation.” pees Then for snant camivies. _ 
oe . : ertheless, one of the key questions 
Disinflation,’ he said, takes the pressure off of prices while de-| which continually recurs as pro- 
flation might mean a collapse of the price structure. In other| grams like the European Recovery 
words, he noted, there are indications that prices may be finding} Program are considered, is, “Can 
a “healthy” stability level. 'we afford it? Will it upset ow 
Concluding, he warned that there are indications that price | economy?” 
declines will spread to the heavy and durable industries. For exam- It is now clear that 1947 was the 
ple, he said, there may be downward adjustments in automobiles | year when foreign assistance pro- 
and steel later this year and on into 1950. grams Were most disturbing to our 
, st - economy, the peak of disequilib- 
Prices of iron and steel have risen only two-thirds as much Yrium apparently being reached in 
as the average of all commodities since 1939, according to a current| the second quarter of that year. 
release of the American Iron and Steel Institute. This comparison,| For 1947 as a whole, the United 
based on wholesale price indexes published by the United States States reached a new peacetime 
3ureau of Labor Statistics, indicates that steel has resisted inflation high in the export of goods and 
more than most other major material markets of the country. services of $19.8 billion, Since im- 
Increases in steel prices lagged far behind increases in com-| POFtS were $8.5 billion, the excess 
modities as a whole. Not until 1947 did the rise in iron and steel Y! ©€xports which was met by 
reach a level that had been attained by the average of all com-  3ants, loans, gold purchase and 
modities in 1945. Iron and steel prices in 1947 averaged less than ihe like was $11.3 billion, In 1948 
40% higher than in 1939, while commodities in general had ad-| ‘he exports declined by $3.0 bil- 
vanced almost 100%. lion to $16.8 billion. At the same 
Toward the end of 1948, iron and steel prices, up 72% since eee ee ee —s so 
a pied: lag re : sae eee a : 5.4 pan : xces: xports was 
1939, were tar behind the average commodity level, which was up ‘ut to $6.5 billi I ach nt 
114%... At that time, in fact, steel was still below the 1947 level | ‘ 2 oo eee ee tact, the 
ce colin ee. , , excess of exports over imports is} 
= me much less than had been gener- 
¢ , rnecte e } i lati aes 
200 A new high of 4.526,126 new car and truck registrations in ites | Sores ae ce ceeaer teen 
United States was reported by R. L. Polk & Co. for 1948. Truck | this source has been markedly 
: 4 7 7 Ss s ‘ arkedly 
registrations passed the miilion mark for the first time in the history pequced ; 
of the automotive industry. : 
Car registrations of 3,490,952 were the third highest on record 
and compare with 3,167,231 in 1947. The two higher years. the 
agency stated, were 1929, with 3,880,206 new ears registered and 
1941 with 3,731,166. 
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Hew Fereign Buying Can Be 
Disturbing 

But even though the broad ef- | 
fect may not be disturbing, the | 
impact of foreign buving is not 
spread evenly over our economy. | 
and another fear frequently ex- | 
pressed was that serious short- 


Business failures increased 6% in January to 566, or almost | 
60% above a year ago. This was the largest number of casualties | 
in any month since November 1942. The rate of failures per 10,000 | 7 o ete : 
concerns in business. as reflected by the Failure Index of Dun & | @8°S would be created in the mar- 


ae soe ; | kets for certain commodities. This 
Bradstreet, Inc., amounted to 24 in January this year as compared | 5; trephine Boag dities. — 
with 15 a year ago and 55 in 1940. = oe a Ways. e| 


gate: ; _ ; need the foreign markets to sup- 

Although the liabilities involved in January failures declined to| port the producers of tobacco and 
$19,159,000, the lowest volume in the last six months, they exceeded | cotton, for example. Actually, the 
those in any January since 1939. An increase from the comparable | record has been reported in detail 
month a year ago prevailed among casualties of all sizes; the} py ECA. and it is to the effect 
sharpest occurred in failures involving liabilities between $5,000} that the commodity structure has 
and $25,000. a . ‘not been seriously deranged. 

; - ihanks in large part to the opera- 

Promotional events gave impetus to consumer purchasing in| tion of export controls over the 
many sections last week. Retail voiume rose slightly, being prac- | critical uses of so-called scarce 
tically unchanged from that of the similar week of 1948. commoditics. It is clear that the 

Wholesale order volume remained close to that of the previous) supply structure for many of the 
week with total dollar volume slightly exceeding that of the com-! commodities which were in short 
parable week a year ago. Orders for Spring merchandise increased | supply a year ago, has greatly im- 
noticeably, but collections continued to be slower than they were | proved, and so far as many par- 
a year ago. ticular cases are concerned the 
STEEL PRODUCTION SCHEDULED AT FRACTIONALLY HIGHER jy, fat foctae then than. theost 

LEVEL FOR WEEK ‘ ather than a threat 
to domestic stability. 

The outlook for raw materials used in steelmaking is better The most important aspect of 
this week than at any time since the end of the war, according programs such as the ERP ‘to our 
to “The Iron Age,” national metalworking weekly, in its current’ domestic stability lies in the fact 
review of the steel trade. No serious problems face the industry that improved ‘world economic 
for the next several months and it is on its way to making an conditions will open the way to 
all-time 6 months record output which will put the market in its achieving a balance in our inter- 
best condition since the hysteria of steel shortage started a few national transactions without gov- 
years ago. seoscguabiinas 

There are a few possible trouble spots but these will be ironed “Statement by Asst, Secretary 
out long before they have any real effect on the outpouring of steel. Thorp before the Joint Congres- 
It is more than a possibility that by the. middle. of this year talk sional Committee on tre Economie 
of steel shertages will be a thing of the past. At present there Report, Washingten,.D.C., Feb. 15, 
(Continued on page 29) | 1949, 





vn the mone- ¢ 


‘also. will 





ernmental intervention or extraor- 


dinary financial assistance, This | 


_ will be facilitated if developments 
'are such as to foster the resump- 
‘tion of the flow of private invest- 
jment, it snould be noted that 
there are many elements involvec 
'in obtaining this result. In fact. 
the future pattern of our economic 
foreign relations depends basically 
upon the success of the effort to 
achieve European recovery, the 
extent to which progress can be 
made in dealing with the condi- 
tion of underdevelopment in other 
areas, the degree to which trade 
barriers can be reduced, and the 
extent to which the flow of pri- 
vate investment can be resumed. 
Above all, of course, is the prob- 


lem of security and order. Eco-: 


nomic progress cannot be expectea 
in areas disturbed by political anc 
civil disorder. 
Effect on Future Foreign Trade 
Some question has been raised 
as to the effect of the European 
Recovery Program on our future 
foreign trade. In order to becom< 
self-supporting, Western Europ¢ 
will have to export in greate) 
quantities than it did before thc 
war. This is the result of the fac 
that its population is greater tha: 
before the war and that it has los 
a large part of its Overseas in- 
vestments, the earnings of whic. 
had provided the means for pay- 
ing for essential imports into Eu- 
rope. However, in the absence o 
European recovery, or of substan- 
tial continued financial assistanc« 
from the United States, the Eu- 
ropean countries themselves woul 
be unable to continue a high leve 
of imports from the United States 
With European recovery, on thc 
other hand, it seems reasonable t« 


/assume that with the exception o! 


some specific items like coal, which 
we are now supplying but fv) 
which we are not an economi: 


'source, our exports should con- 


tinue at high levels to Europe. 
In order to provide the economic 
development which they desirc 
for a rising standard of living, the 
countries of Latin America anc 
Asia and other parts of the worlc 
have need for large 
amounts of machinery, equipment 
and other products. 
undoubtedly be severe competi- 
tion between American and Eu 
ropean firms for these markets 
Nevertheless, provided they ar 
able to obtain the necessary dol- 


‘lars to buy these items these areas 


should absorb large quantities © 
our exports, 

There is reason for some opti- 
mism with respect to their ability 
to obtain dollar exchange, If ou’ 
imports are maintained (and they 
have been rising—$7.1 billion i: 
1946, $8.5 billion 


|/severe depressions. 


ons, they can have serious inflationary or detlationary effects 


UBSER VATIONS 
A. Wilfred May’s article 


was not available this week. 





vestment takes place, the means 
of financing our exports at rea- 
sonably hign levels will be avail- 
able. Our imports at the present 
moment amount to only 4% of 
our gross national production ot 
$253 billion, and our economy in- 
creasingly needs certain imported 
goods, especially minerals and 
other raw materials, 

I have been talking about the 
effect of our foreign economic re- 
lations on the comestic economy. 
It is also important to note that 
our domestic stability is of great 
importance to the rest of the 
world. In 1948, foreign countries 
financed $10.3 billion of their pur- 
chases from us out of their exports 
to the United States. Their pur- 
chases were goods which they 
greatly needed. Any recession in 
our economic activity would. be 
quickly reflected in reduced pur- 
chases on our part, thus curtail- 
ing their ability to pay for our 
products. In many instances there 
are no alternative markets’ to 
which they can go. The impact 
of a decline in our purchases of 
imports on the process of world 
recovery would be most serious. 
Any inflation in this country 
would likewise have repercussions 
abroad by increasing the cost of 
our products to foreign purchas- 
ers. This could seriously limit 
their ability to finance necessary 
purchases from us without addi- 
tional U. S. assistance. 

There would _  =~be an even 
greater impact in the intangible 
area of international relationships 
and influence. The United States 
is by far the greatest economic 
power in the world. We have a 
dynamic economic system which 
has demonstrated its efficiency 
and capacity. But along with its 
capacity for growth and accom- 
plishment, it has from time to 
time in the past been subject to 
Our friends 


‘live in fear and our enemies in 


There wil’! 


hope that a depression is_ just 
around the corner. To be sure, it 
would be a sign of stagnation it 


'all our statistical charts showed 


no ups and downs, for a growing 
economy, an inventive people. will 
always have to make readjust- 
ments, The problem is to maintain 
a level of stability which permits 
of adjustments but not of severe 
recession. I believe that this is 
a problem which can be solved, 
and that we are demonstrating our 
capacity to do it. The necessity 


‘for domestic stability, in the broad 


in 1947, an | 


$10.3 billion in 1948), and if a/ 


reasonable amount of foreign in- 


sense, is given even more impor- 
tance berorse of our position in 
world affairs. 
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The NAM and National Ideals 


Pri 


Chairman of 


By MORRIS SAYRE* 


the Board, Nationa! Association oi 


‘sident. Corn Products Refining Compan; 
Manufacturers 


Mr. Sayre recounts history and purposes of Nationa! Association of Manufacturers, and defends its poli- 
cies as progressive and conforming to ideals of Washington, Lincola and Jackson. Says his travels as 


representat:ve 
solution of our ec 


At the risk of this talk’s seeming egocentric, I have thought that you would be inter- 


Aa i 
sted i ae 
ested In wn 


turers: what it 


;aaqrTre S S 
a S and 
lad] ‘Oan- 
casi id he 
: mm 3 € 
sio Od ered 
from _ seeing 
ch coun- 
try and sit 
lng W1th SOD 


nh ae kt ¥ 
sah as o! 
Ame IC: ns. 
P > . 
ez naps, 
too, I can be 
helpful to 





your thinking 
for one nec- Morris Sayre 
essari!y gains 


more vf an objective outlook see- 


ing tnis great country asa 
whol its resources, its fields, its 
factories, and—-more importantly 

its people. It has been a 


experience—aq_ sobering 
one, too. But first let me tell you 
something about the NAM and 
how I got that way. 

The National] Association of 
Manufacturers was Organized by a 


thriiling 


small group of mid-western in- 
dustrialists in 18985. The purpose, 
as stated in the preamble of its 
constitution, was to promote the 


industrial interests of the United 
States, to foster domestic and for- 
eign commerce, the betterment ct 
between employer and 
employee, the protection of the 
individual liberty and rights of 


relations 


en ploy: r and empl] vee, the dis- 
semination of informatien among 
he ib] ith respect to the 


libert: 
oO property, 
le2islation il 
furtherance of those principles 
Towards these ends the NAM 
early campaigned for child labor 


laws and for workmen's compen- 


principles of 
t! ownership 
and tne support of 


* 


sation laws. Toda supports 
free collective bargaining in good 
faitl believes in the right of 
workmen to strike, and has Op- 
posed government effort to 
ibridlve at right of free men. It 


vigorously supports free compe- 
titio: 

Contrary to political progranda, 
and politicians don’t like our at- 
titude on government extrava- 
gance, the NAM is an organization 
of small business, rather than ol 
big business. In the last 15 years 
of increasing political controls, it 
stand individual freedom has 
had a special appeal to smail 
businessmen, and membership has 
greatly increased. Of its 16,000 
members 50° employ less tha 
100 people: over 80° employ less 
than 50 people; over 99 
less than 1,000 people, and only 
1.1 employ over 5,000 people. 

Loosely affiliated, but entirely 
independent, are state, local and 
trade associations. NAM is demo- 
cratic one company, one vote 
regarcless oi size. Its directors 
are elected by States, in propor- 
tion to membership. Each of the 
154 Directors has an equal voice. 
Most of them are heads of their 
respective companies, and are 
necessarily a hand-picked lot of 
men. 

About 10 years ago I stopped in 
at the NAM offices to complain 
=bout some public pronouncement. 
The Executive Vice-President re- 
plied that he was not the NAM, 
nor did he control it. Then he 
said, “If you don’t like the way 


employ 


An address by Mr. Sayre be- 
fore the Investment Association 
of New York, New York City, 
Feb. 21, 1949, 


° 
it works, why don’t you get in 
there and pitch’ So I found my- 

Policy Committee. A 

’ later 1 was Chairman oj 
1i and in the middle of a battle 

on taxing cooperatives. About the 

time that I thought almost half o! 

the Board believed m«¢ 

the beam’ I was tapped by the 

Nominating Committee to serve 

as President. Picture to yourselt 

an invitation to leave your home 
and work, for a year of sleepers 
and hotels, a prey to newspaper 

photographers, innu- 
merable speeches to write and 
deliver—but, with it all, a great 
opportunity to work for a better 
world. For a week | debated ac- 
ceptance with family and friends 

Here was practically a full-time 

job, the only compensation being 
in the satisfaction inherent in it. 

But the struggle for human free- 

dom is a continuing one. It has 
been for my forefathers, and foi 
iny sons just returned from serv 
ice. To me, this call had a moral 

implication. Mrs. Sayre I 


quite “or 


men and 


é 
c 


said, “J 
think you must take it, for you 
will not be happy with yourself 
if vou don’t.” A friend said it was 
a job nobody seeks. My Corn 
Products Board thought it was a 
public service of such importance 
that they were willing 
tribute my time for a year 

And so I was elected and took 
on the responsibility. There is 


np 
to con- 


good deal of administrative work 
to keep such a large organization 
functioning smoothly, but earls 
January we were on our way. It 
is customary for the President's 
wife to travel with hii She 
expected to entertain, for him and 
with him, members wno come tor 
conferences, wives of members 
and opinion-moulding women. A 
secretary helps with correspond 
ence and the ever-pressing prob- 
lems of speech writing, editing 
and typing. On extended trips 
there was an additicnal stenog- 
rapher-manager to handle b2g- 
gage, attend to reservations, run 
errands and do typing. One oO! 
the 12 regional Vice-Presidents 
would join us in his territory, to- 
gether with local staff men from 
the 11 regional offices. 


T4 


1 


Our party would run from 4, 
up to 10 or 12, on long trips. 


Members want to see and hear 
their officers, so it is customary 
to hold regional meetings in prin- 
cipal cities across the country: to 
acquaint the membership with 
matters of interest to business, 
both national and international: 
to learn local problems and out- 
and to develop sound think- 
1 policy for ihe whole na- 
tional Association. 

Then we attended and ad- 
dressed many meetings of. state. 
local and trade associations, be- 
sides many speeches before Cham- 
bers of Commerce, Service and 
Professional Clubs of men and 
women. Wherever possible | 
would hold a discussion confer- 
ence with high school or college 
students. 

We traveled south to Florida. 
Mississippi and Louisiana; south- 
west into Texas; up and down the 
West Coast: northwest to Minne- 
apolis: across New York, Pennsyl- 
vania end New England: and into 
the Midwest on several occa- 
sions—almost altogether by train, 
for there was necessarily much 
baggage, and always that interm- 
inable speech writing. 

I wish each one of you could 
have had that experience. There 
were times when the going was 


look: 


Ins an 


of NAM have given him renewed fath in American ideals and have led to conclusion 
ynomic problems lies in realm of morals rather than politics. 


I gave up a year of my business life to the National Association of Manutac- 
has been that prompted me to tour the country, make a couple of hundred 


bil ruugni—getung ott a sieepei 
at 6:30 a.in. to grin at press pho- 
tographers and a reception con 


mittee: 14 degrees below zero i 
Omaha and 100 degrees in Dallas: 
train hours late: chicken, until 
you start scratching your pin 
feathers; fiash bulbs until you are 
nearly blind: “We'll have to hurry 
for that radio broadcast!”: and al- 
Ways speech-writing when you 
mind ached for relaxation. 

A typical day was to get out of 
a sleeper early: breakfast in your 
hotel suite with a few lecal men 
or downstairs with a large leader- 
ship group; press conference ai 
9:00 a.m.; news photographers: a 
radio recording -at 10:00 a.m. to 
be used in the evening: then 
speech writing or editing amid a 
gathering of women for cocktails, 
and in your suite just before a 
Chamber of Commerce luncheon 
and address. After lunch another 
radio transcription (most cities 
have two stations); a discussion 
conference at the local college or 
with high school groups: rest, if 
possible, for an hour at 5:00 p.m.: 
then standing for a reception to 
meet local members, dinner and 
another address. 

But there were compensations 
of course. There were new vistas. 
new friends, entertainment and 
honor. You, too, would have en- 
joyved the beautiful Rocky Moon- 
tains from Denver to Salt Lake: 
the week-end drive from 
Los Angeles to San Francisco: tne 
“Empire Builder’ from Seattle to 
St. Paul: an all day vachting party 
on Puget Sound: a jolly Mexican 
good will dinner across the border 
from San Diego: a chicken 
becue at a river camp in Missis- 
sippi, with Governor’ Fielding 
Wright my companion; a_ police 
escort from Dailas to Forth Worth, 
with sirens going for 33 rniles. 

Thg real compensaticns, how- 
were: first, a renewed faith 


shore 


Dar- 


ever, 
in America and American ideals: 
second, iaith in the American 


people themselves, and, finally, 
the satisfaction of making a hum- 
ble contribution toward “Better 
tomorrows for everybody.” 

For even an American, steeped 
in American history, whose fam- 
ily tradition made stirring im- 
pressions on a childhood mind. to 
see this great country is a thrill- 
ing experience. Thrilling, indeed, 
are the power, might and ma- 
jesty of America, stemming from 
her forests, farms and mines; her 
thousands of smoke stacks stand- 
ing over production lines: her 
transportation system: the politi- 
cal philosophy of a free economy 
which has made ali this possible 
in just 160 years; and finally the 
people everywhere who are 
America. 

All this mine eyes have been 
permitted to see, like the Glory of 
the Lord; and to hear, from hun- 
dreds of people, the hopes and 
aspirations of mothers for their 
children, in a free country; the 
ambitions of young people, in a 
free country: the story of the 
growth of small business to large 
in three generations, in a free 
country; to see hundreds of work- 
ers’ automobiles parked about a 
plant: well dressed, untrammeled., 
heads up women: bright attractive 
children; a standard of living for 
all such as the world has never 
seen. 

Yet there are men today who 
would take us back to the con- 
trolled society, such as that from 

(Continued on page 38) 


No Basic Reason for Depression 


By MALCOLM FORBES* 
Assistant Publisher, Forbes Magazine 


Mr. Forbes, contending some bus’nessmen are confusing return 


$ 
f 


o 


competitive market with a depression, says current readjusiments 

are needed, and, if more emphasis is placed on selling, business will 

be in good shape. Cites survey of engineering firms fo shew ccn- 

struction and equipment needs are still high, and serious reduction 
of consumer demand is not likely. 


At the moment businessmen 


concerned with this auestion: “Is a big bust on the way?’ 
they are not referring to the possible arrival of Mae West! 
are looming up all about us. 


tunately, 
Portents of possible “bad times” 
iIncainea to be 
nervcus Nel- 
lies during 


good times 
anyway, and 
with these 
Gaetinit 

cracks 1n th 
lce we are 
preparing to 
be crepe- 


hangersde 
luxe. Lhe ter- 
rible De pres- 
sien of the 
30s has left 
its scars. We 
are cautious, 
@whic! 1S 





Malcolm Forbes 


| 
« 


good thing. Overconfidence helped 
to breed the collapse of the roar- 
ng twenties. But now we must 
ye «=. careful that over-cautioi 
ijoesn’t bring the very results we 
seek to avold. 

Only a diminishing hanecful ot 


Washington yodlers refuse to ad- 


mit that we are not facing, but 
are into the long-expected, long- 
delayed period of postwar re- 


adjustment. 


Unemployment is nearing two 
million, with indications It will 
go rurtne 

Commodity prices farmer 1n 
comes have dropped sharply 


Overproduction in the farm pelt is 


a tact, not conversation. 
In the clothing industry, appli- 
ance business, tire field and a 


steadily-growing number of other 
lines inventories have backed u}] 
Salesmen are having to selJ—anc 
will continue to have to sell in- 


creasingly vigorously, backed up 


by reinrorced company efforts 
enterprise, 
Most department stores. art 


maintaining their volume, but « 
newspaper shows 
sharp price 


giance at any 
how: by 
cuts, 

From the February issue of oul 
esteemed contemporary, ‘For- 
tune’ Magazine, comes this 
gloomy prediction of “things to 
come”: If the present downward 
trend in investment continues, 
over-all investment will be $30 
billion in 1949, against $39 billion 
in 1948, and unemployment may 
reach four to five million. 

It sees three signs of a change 
in business: (1) the rise in unem- 
ployment, although the over-all 
figure is still under 2,000,000, is 
the first since postwar reconver- 


sales, by 


} 


sion started: (2) prices are declin- 
ing, with fuel oil prices cut twics 
rubber down from 25c to 19¢ a 
pound and the disappearance ol 
gray markets in lead and copper: 
and (3) the diminishing rate of 
investment. 

“Fortune” says “it may be that 
the downward trend is already 
too strong for the government to 
stop,” and adds, ‘‘we have yet to 
see whether the use of counter- 
cyclical fiscal tools developed 
since the ’30s can ever be timed 
just right.” 

But at ‘Forbes’ our 
and cur editors—whose. job for 
almost a third-of-a-century has 
been to measure, weigh, and fore- 
cast business conditions—have no 
such dire prediction to make. 


analyst 


Every Line Faces Readjustment 


Unquestionably, as many indus- 
tries have done and many others 


are doing, practically every line 


“An atdress by Mr. Forbes at 
International Trailer Coach Show, 
Chicago, Ill., Feb, 18, 1949. 


throughout the country are deepl; 


We art 


TaCeCS 


readjustments. No inajor 
Will have only to mak« 
things in order to. sell them 
Break-even points will have to 
come down—and, no matter what 
he efficiency expert says, the 
bieak-even point in any business 
can come down when to survive it 
is necessary. This can be done, is 
being done, has been done despite 
high wage costs, high materia! 
costs, increased taxes, etc. Greate! 
efficiency in manufacture, in do- 
ing business, must take the place 
of the wastes that unlimited sales 
caused to creep into almost every 
plant. 

This means new machinery, the 
best equipment, so that costls 
man-hours result in fullest output 
It also means new plants, better 
assembly lines. A New York 
“Times” survey reports: 

Important signs of expanded in- 
dustrial plant construction activity 
have _ arrived, indicatins ihat 
strong pressures for maximum 
production and_ deliveries in 
heavy equipment industries will 
continue, it was learned in a can- 


con- 


DUSINeSsS i 


vass of leading engineering 
struction and manufacturing con 
cerns. 

The only se} 
found in 


ious signs of weak- 
ness were ferrous and 
non-ferrous scrap markets and 11 
construction 


equipment sales. In 


fifteen other durable goods iine:s 
usually considered of barometric 
significance, strong and upward 
tendencies were reported. For ex- 
mple, first report disclosed that 
bids are being sought for East 
Coast construction of five im- 
portant oil industry facilities by 


petroleum products companics. A 

indicator of condition 

not one of tive leading ensineer- 
ing companies could cite single 
plant construction contract that 
had been canceled because of 
business recession. 


anocthe!: 


Summary of Construction and 
Equipment Needs 

The summary of the canvass 
showed the following results: 

(1) Large new contracts fo 
either engineering services or new 
plant construction are moving 
ahead because demand in many 
lines is still running ahead of sup- 
ply. 


2) Many executives are con- 
vinced that there will be little 


reward in cost savings by holding 
off the placing of equipment and 
construction contracts. 

(3) The rapid market absorp- 
tion of available metals on con- 
sumer manufacturing cancella- 
tions has dispelled ideas that de- 
mand for metals has weakened. 

(4) Indications of lower pro- 
duction costs made possible by 
new facilities provide strong in- 
centives to go ahead now. 

As indicators of these demands, 
primary metals showed more 
strength in both demand and 
prices, as small scale and unoffi- 
cial price weakness disappeared 
during the week. 

Among heavy equipment manu- 
facturers, shortages of basic ma- 
terials, rather than changes in de- 
mand, were reported as uppermost 
in the thoughts of top executives. 
They, too, along with basic metal 
producers, refiners and consulting 
engineers, reported no major can- 
cellations were known, but many 
large requests for quotations have 
been received. They said the 

(Continued on page 42) 


and, unfor- 
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SS _ By CARLISLE BARGERON : 





Maybe there is something to the argurent of the proponents of the 
Johnsonville steam plant in the TVA area, for which the House has 
‘ust voted appropriations, that it is not an cxtension of socialism, 
‘ust a supplement to a socialistic structure that already exists. But 
the matter does not stop there. Here is a little 
svory of our advance towards the socialist state. 

Two of TVA’s cutstanding champions in Con- 
gress have been Representauves Gore ana ven 
nines of Tennessee, the latter a Republican. Net- 
ther is a socialist. But socialistic or not, TVA 
was something for Tennessee, The two Congress- 


men are no different from some of our leadin 
incustrialists, of course. They will go along ‘or 
years Gamning this and that government subsidy 
as socialistic and then up turns something tha 
helps their own pocketbooks and they go all oui 
for this particular piece. This is the case of some 
steel interests that have always fought the St 


4 


Lawrence waterway project but are now for it 
because they hove to benefit from the Labrador- 
Quebec ore deposits. Naturally, we've come to 
have so many oft these socialistic patterns that il 
they were all put together thcy would blacke: 
i Jarge part of our map, and the spread is continuing. 

But to get back to Messrs. Gore and Jennings. They were in the 
forefront of the fight in the House for the Johnsonville steam plant 
ppropriation. Now they are bending their cnergies, as a result of 
the logrolling they engaged in, for the St. Lawrence waterways. It is 
of no possible benefit to their constituents, but in exchange for sup- 
port of their steam plant they support the waterways. So, manifestl 
the steam plant turns out to be more than just a local project t 
firm up” TVA water power. 

The national import of the steam plant becomes even more vis- 
ible, though, when you realize that the most powerful force behind 
it is the National Rural Electrification Association. You wonder 

ff-hand, what in the dickens this is. Well, it has a membership of 

some 2,000,600 users of rural electrification and has come to be the 
most formidable lobby in the country for public power—tor the 
complete socialization of the power industry. 

Its development is fascinating and another attestation to the 
reganizing genius of us Americans, 

You remember the little REA co-ops’? Harmless looking little 


groups of citizens come together to share in a rural 





Carlisle Bargeron 


hings, just 
lectrification project. 

But during the war, notwithstanding our shortage of Manpower, 
least one man with nothing to do. So he got 


pparently there was at 
in a national organization 


the idea the co-ops ought to be Jjoine 
which would help them solve their kindred problems, jor One thing 
the procurement of copper wire. 


From that seemingly logicai function, it is now what Congress- 

an Poage of Texas. recently described sympathetically, as the most 
powerful public power lobby in the country. The 2,000,000 members 
who pay 10 cents a meter to the lobby’s kitty, are divided into 789 
O-( Ds. This compares with a total of some 950 RE co-ops in the 
sO you can see what a tremendous organizing job has been 
ione, and your admiration for the individual co-op managers’ sales- 
hin increases when you consider the job of seiling an Arkansas 
farmer, already having rural] electrification, On paying for the agita- 
tion of projects like the St. Lawrence, far removed. 

The directing genius of this ‘movement’ is Clyde Ellis, a former 
Congressman from Arkansas. He holds forth from a three-story, 
heavily staffed building here in Washington, and he is feeling his 
oals. 

Recently at a jubilee convention in New York there were 4,000 

‘delegates’ or 7,000 people in all. They wined and dined, wore 
badges. listened to and made speeches and passed belligerent resolu- 
tions and saw the sights in a way that makes the U. S. Chamber of 
Commerce and NAM gathcrings seem puny. The Washington political 
wigs attended in force and were profoundly impressed. 
Now if vou were to tell any of these good people that they were 
cocialists or engaged in a socialist movement they would consider 
vou crazy. and undoubtedly they aren’t any more socialists than our 
big farm implement industries, Monsanto Chemical and Westinghouse, 
ete., that pay handsomely to advertize in this organization’s healthy- 
looking monthly magazine. The indications are, in fact, that this 
lobby gets far more revenue from this magazine than from the 10 
cents a meter take on memberships, 

And I almost forgot, on the way home from New York the “dele- 
sates” stopped by Washington to buttonhole their Congressmen, de- 
manding they vote for this public power project and that one, just as 
thev had been told to do by their directing minds. After the fashion 
of the offcnsive CIO, they pressed 50 and 60 strong into the congress- 


Dig 


man’s office. 

I invariably get a good laugh when I hear the sanctimonious 
screams about the lobbies of the “selfish interests,” the railroads and 
the public utilities, for example. Hell, they’re babes in the modern 


V\ oods. 
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LOS ANGELES, CAL. Ber- 

nard T. Krug has become affili- 

ated with G. Brashears & Co., 51 

South Spring Street, members of 

the Los Angeles Stock Exchange. 
SD 


J. E. Benton Opens 
Marcus A. Dorfman is now sole (Special to THE FINANCIAL CHRONICLE) 
proprietor of M. A. Dorfman & LOS ANGELES, CAL.—Jess E. 
Co., 60 Wall Street, New York Benton, Jr., is engaging in a se- 
City, Louis Klar having with-  curities business from offices at 

drawn. 2751 Forrester Drive. 


With Thomson, McKinnon With Brashears Co. 
(Special THE FINANCIAL CHRONiCLI pe 4 
JACKSONVILLE, FLA. Ber- 

nard B. Floyd has become aftili- 
ted with Thomson & McKinnon, 

iv5 West Forsyth Street. 
- oe —— 
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Complications as Competition Intensifies 


By JOHN M, BYRNE* 


The Byrne Organization, Cincinnati, Ohio 


Forecasting intensification of competition as switch from boom to readjustment is made, prominent man- 
agement consultant lists as complicating factors: (1) high break-even point in volume between profit 
and loss; (2) inflexibility of wages and increased levies for employee welfare; (3) higher collateral 


operating costs, such as transporiation, communication and insurance; and (4) advance in building 
costs. Says, to meet these problems, management must not only be intelligent but also have up-to-date 
information and warns against excessive price concessions to increase sales. 


Competition is intensifying in all directions, and because of it in some industries howls 
of anguish are already rending the skies. Scarcity has dominated American industry and 
business for 10 years—the longest period of scarcity anyone in this room has ever experi- 


enced. Recen,. 


ing On por- 
l.e., over three 


years, have 


That was h 





and the brie 


has been our blessed rule. Strange | to 
as it may seem, abundance and | productive and sales efficiency 
prosperity are not’ necessarily | gut of the market 


synonymous. Therefore, dealing 
competently with abundance has 
been the perennial task of man- 
agement charged with the respon- 
sibility of making risk capital 
pay its wav and keep itself alive. 
Through 10 years of scarcity 
buyers had deluged sellers with 
demand and desisted from the 
usual processes of higgling. Now 
all in a few months the buyer has 
regained his former dominance 
and, in too many _ cases, he 
trumpets to the world that he has 
blood in his eye and vindictive- 
ness in his heart. Inexperienced 
salesmen are suifering from shell- 
shock, and some emay never re- 
cover. 


The pattern of business for 


wnen I talk about Supply I y 
rowed time, really a 


score and ten ply 


AV 


to 


Law 


into 


of capital 
forebears two and three genera- 


tions ago. 


generations of Demand. In most lines Supply in uilding costs, including the 
Americans has once more outstripped De- cost of quarters for emplovees. 
have known and, or at least has demon- ith 
little of scar- strated capacity to outstrip De- The High Break-Even Point 
city. Men liv- mand. ™ .. a ; 

Mhne wav the high break-even 


4 


1 ’ nt tends Oo work out is this 
meat ne ic ‘Ss lImme- 7 , f va ‘ sy 
1 facuuties Imme rt} need fo. unning the ractory 


bic 


y+ 1‘ ‘ ‘ ") » i . i? a <¢ n=— 

lately San iO proauce sup at top speed to keep costs down 
QO, tart ‘ « ® 1 , 

anc when I talk about \i1) be clear. But to set the or- 


4 


aay ae ake meet mean effective demand. ders the sales department says it 
Hifective demand is d 

once before. current practicable price level, 
1! i.e., 

World War I) return 
{ 


emand at % ' ' ; : ’ 
nana 1 must have lower prices, o: loss 

| hie} leaders, or specials or some cf the 

price :evt lg oa 2 j t 

pri eV ugh enough tO) thousand other inducements prac- 


ost and a mdest profit 4; Bes . 
cost anc mode profit ticed in the Oriental bazaars cen- 


the typical or average enter- turies ye 4 

aie lal ‘ ; Jt > ; urles ago. ( course, competitors 
boom that fol- | prise on a sales volume possible oe : 

John M. Byrne lowed it.! for 
A | 1; -e |: ; : wie 
AbuNnGaNnCe jing in ruinous and futile attempts 

squeeze competitors of equal! 


are quick in defense and retali- 
to procure without engag- ation. and the bills of costs 
quickly mount to enormous 
heights. In the changed conditions 
* production as an economic activity 
is just as important as ever, fer 


t+ « va M4 > » . rina i . : . 
Stated In terms of price, the without production we have noth- 
of Supply and Demand is ing. But as a business activity, 
very simple. When Demand ex- selling again passes production in 


my € 


ceeds Supply, price tends to rise, importance. As competition in- 
either openly or secretly. When tensifies, selling tends more and 
Supply exceeds Demand, price more to dominate the thinking of 
tends 
secretly. We have moved from a! good if the thinking is straight: 
10-year period of product searcitv it is all to the bad if the thinking 
_ a present and future of js misguided or naive. Perhaps 
product abundance. That isn’t the more acutely than ever before. 
worst : 

of the timid enterpriser. We have needed in. sellir 


to fall, either openly or management. That is all tc the 


of it, from the viewpoint wisdom and sophistication wil! be 


l g in the vears 


complications of a most menacing ahead to wring success out of in- 
sort 
lack 


worse, perhaps, than the qustrial enterprise 


1 which bese ur ees 
eset ou One of the most difficult of all 


lessons to teach and learn in in- 
a a ee " dustry is that intelligence of a 
first of those complications high grade is necessary or the 


manifes Oo every enterpriser is rar 
. est to every enterpriser is sustained creation of wealth. Un- 


1849 has emerged beyond reason-_ , ( 
able doubt. except that it neces- high break-e« ven point 1) fortunately, many businessmen, 
arily rests on forecast and fore- tg ae verween profit and loss. particularly in times of stress, at- 
cast is subject to change as visi-! calis for high prices when the tempt to substitute a low orcer of 


bility rises. War or a serious war 


scare would modify it in one if 


direction by restoring vanished or 
ciminishing scarcities. The con- 
viction of a dependable peace 
would modify it in the opposite 
direction by cutting preparedness 
expenditures to the extent of bil- 
lions and probably throwing 
heavy industry into depression. 
With these qualifications the out- 
look is for progressive abundance 
and even glut, in numerous line: 
from the farm, the forest, the 


look sends shivers up and down. Of 


many business spines—to my way 


tained 
prices 
rhe: ag ia Pad meet the arbitrary decisions by competitors 

‘ way a\ prices ». 
from 
in 


the high break-even point 
volume is bound to be an 
ominous factor in the calculations 
management in 1949. It may 
prevail over common sense, If it 
it will inflict great damage. 


of 


aoes, 

The second of the complications 
mine and the factory. The out- 18 the inflexibility of wages and 
levies for the welfare provi- 
sions which have been set up so 


natural trend of prices may bi: curming for high erade. intelli- 
downward, or it calls for volume = nt 
size which cannot be ob- 


gence. It leads them to try to 
io in <r ; outwit and circumvent their com- 
: ne “" &°| devices which can be matched by 
Pressure and which, when matched, are 
shorn of their power in every re- 
spect except that of helping to 
cause demoralization. 
The question of standards is in- 
volved here, of course. An enter- 
priser has to participate in the 
activities about him by using the 
methods in general acceptance or 
by capitalizing such differences as 
he can from the general practice. 


inki cessarily e@Xtensively privately ; ly | re ; sale 
of thinking both unnecessarily v1 tely and publicly tr pe has no important differences 


and foolishly. 
Buying Power Still Enormous 


According to the estimates of 


the Census Bureau. we had 148.- Steady increase in collateral costs 
600,000 population at the end o1 Such 
1948, and we are making haste | and ; 
to admit 400,000 D.P.s from Eu-| Cluding telephone, telegraph and_ Policy.” 
rope—most of them productive POStage, insurance, and in such 
people. Our total national income like. 

The fourth factor is the advance 


in 1949 will be around $224 bii- 


lions, or close to that of 1948, un- 


less some really serious setback 
occurs. Therefore, what is ahead 
of us is not that the total volume 
of business transacted, as meas- 
ured by any prewar standards. 
will not be enormous, or that the 
total buying power of the popu- 
lation, both urban and rural, will 
not continue high beyond any 
precedents except for the lest few 
years. They will, unless political 
stupidity breaks the back of the 
strongest economic system in all 
history. The change significant to 
industrial and _ business’ enter- $ 
prisers is the change that has 
come about between Supply and ; 
An address by Mr. Byrne be- $ 
fore the Dairy Industries Supply $ 
Association, New York City, Feb. @ 
i6, 1949. g 


which seem destined to be- 
come permanently a large fraction 
of total labor costs. 


and 


as transportation, distance Will 
local, communications, in- 


to capitalize, he is compelled bv 
his own necessities to restort to 
; , ; ; the general practice. 

third complication is the axe ces 
As competition intensifies, you 


hear men talk about going 
back to the ‘old-fashioned sales 
Old-timers who went 
through long spells of the “old- 
fashioned sales policy” can tell 
(Continued on page 35) 
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16% INCOME 


REVERE RACING ASSOCIATION, operating the 
largest greyhound racing track in the country at Revere, 
Mass., has paid dividends for 8 consecutive years—last 
3 on present basis. 

Net earnings over $1,6060.000 per year. Current assets 
$1,204,722 and total liabilities $367,697. 





Growth industry—no inventory or material preblems— 


od 
$ 
$ 
low labor factor. 
$ 
$ 
; 





Actively traded—current market S$4!.-$4°,—paying 
80c annually, 
SEND FOR REPORT 


BONNER & BONNER. Ine. 


Investment Securities 


120 Broadway New York 5. N.Y. 
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power is too well known to 
aeree that 
earnings of 
yrodigious 
amount 1n re- 
ation to stock 
have 
een purchas- 
more 


‘ricecs 


ible gor 
than two 
years without 
stimulating a 
sustained ad- 
vance in stock 





prices, and 
vields have 
risen even 
higher as div- 
jdends have 


George Geyer 


neen increased 
without com- 
mensurate advance in stock prices. 

There is a deep-rooted feeling 
that there need be no rush to hop 
en the stock market bandwagon. 

There is a considerable mass of 
financial opinion however which 
denies that “the market” be- 
having with any eccentricity. This 
opinion holds that the market is 
acting more logically than _ its 
critics. Stocks fail to rise in price, 
these appraisers say, because the 
bloom is olf the boom; because 
the peak of earnings and divi- 
dends has been’ reached = and 
passed; because’ the _ intrinsic 
values of equities will decline as 
the structure of our “welfare 
state” is built. 

Clearly one ot two alternatives 
seems extremely likely to occur; 


is 


either corporation earnings will 
decline, in which event common 
stocks may not be real bargains 


at present prices. Or alternatively, 
stock prices will rise. While these 
premises are debatable, it is ex- 
ceedingly difficult to visualize the 


continuance of 7!2% yields and 
prices equivalent to only four 
times to six times annual earn- 


ings for such stocks as General 
Motors, Bethlehem Steel and 
Standard Oil. Id like, therefore, 
te confine this presentation of our 
present viewpoint toward insur- 
ance stocks largely to discussion 
of two questions—which may be 
stated as follows: - 

(1) What may we reasonably 
and logically expect of insurance 
stoeks if corporate earnings de- 
cline quite sharply, and thereby 


rationalize the current low ap- 
praisal of earning power? Or— 
(2) What may we reasonably 


and logically expect of insurance 
stecks if the market enters upon 
an important advance? 

If corporation earnings do de- 
cline sharply, and thereby confirm 
the forecast of deflation implicit 
in the unwillingness of  stock- 
holders to permit the market to 
rise, fire insurance stocks should 
prove about the least hazardous 
and potentially the most profit- 
able common stocks your cus- 
tomers could hold over the fore- 
seeable future. 

I think the stocks of certain 
casualty insurance companies 
might do just about as well as the 
fire insurance stocks, although 
greater selectivity might need to 
be applied to the choice of indi- 
vidual stocks. 

We take this optimistic view of 
insurance stocks, fundamentally, 
because a decline in business such 
as would precipitate lower indus- 
trial earnings almost certainly 








Club, San 


Oy, 10%. 


fore the Commercial 
Francisco, Cail., « cv. 


justify discussi»n by me. 


would be accompanied—or more | 
likely preceded—by a lower level | per premium dollar in 1948 exclu- 
of prices for manufactured goods, | sive of their income from invest- 
/ ments. 


*“An address bv Mr. Gever be-|! 


By GEORGE GEYER* 


ance stocks has been favorable. 


eal estate and commodities of all 
<inds. I'd like to point out hov 
hat should enhance the value o: 
nsurance stocks. 


Losses Dependent on Prices 

When a is incurred by a 
ire insurance policyholder, and 
-laim is entered, the fire or casu- 
ilty insurance company must dis- 
harge its liability by the payment 
9f an amount sufficient to enable 
he policyholder to buv a new 
ouse, or automobile or furniture 
or clothing or an inventory of 
merchandise — or anything else 
i{amaged or destroyed—at the 
»revailing market price. Clearly, 
herefore, the adverse effect of 
1igher prices is immediately and 
utomatieaily reflected in higher 
‘laim costs for such insurance 
companies, 

But there is an appreciable lag 
oetween the time prices begin to 
rise, and the purchase of addi- 
ional insurance in sufficient 
imount te cover the higher insur- 
ible values. At length, however. 
nsurance coverages are increased 
.o reflect the higher dollar valu- 
ition, at which time the normal 
elationship between the income 
nd outgo elements of insurance 
ompany operations is restored. 


loss 


Earning Power Reestablished 


This is the cycle through which 
ire insurance companies have 
been passing during the last five 
years. In tour successive years 
srior to 1948 the underwriting of 
traight fire insurance risks was 
unprofitable for the industry as a 
Vhole. Figures for 1948 are not 
yet available, of course, but not- 
withstanding that fire losses in 
this country reached a new peak 
last year at about $711 million, 
he amount of fire insurance pre- 
niums earned has risen so largely 
—premium writings of both the 
fire and casualty insurance com- 
anies appoximately doubled be- 
1944 and 1948 —that the 


ween 
underwriting losses incurred on 
|fire insurance proper in eaci 


year from 1944 through 1947 were 
‘onverted into a profit margin of 
»robably 5c to 6c on the premium 
dollar in 1948. 

There are numerous other rea- 
sons why we think fire insurance 
tocks should prove safer and po- 
‘entially more profitable in a post- 
inflation era or through a period 
of deflation in our economy than 
the majority of industrial stocks— 
especially the fact that as a conse- 
quence of the (approximate) tre- 
bling of premium income within 
ine last decade, operating over- 
ead now absorbs about 6¢ on 
he premium dollar less than it 

id ten years ago. The most im- 
vortant favorable influence upon 
iire insurance earnings in our 
pinion however is represented by 


the prospect of declining claim 
osts which should almost auto- 


natically accompany any continu- 
ince of the present pronounced 
irend towards a generally lower 
orice level. 

Fire insurance companies as a 
sroup—and I’m speaking now of 
their underwriting experience on 
ll business written last year, not 


just fire insurance proper—real- 


ized a profit margin of about 8¢ 


While actual 1948 figures 
are not available as yet, we esti- 
nate such companies’ required 
about 53¢ of every premium dollar 


The Outlook for Insurance Stocks 


President, Geyer & Co., Inc., New York City 
Investment dealer, in answering questions as to what may be expected of insurance stocks if corporate 
earnings decline sharply or, on the other hand, if stock market has important advance, points out gen- 
eral price declines will aid insurance companies, sinze insurance losses rise when prices rise. Points out 
fre insurance companies in 1948 reestablished underwriting profits, and holds market action of insur- 


The investor apathy to high yields and unprecedented low capitalization of earning 
Even the central bank authorities 


common stocks are among the least inflated commodities in our economy. But 


reed to discharge their loss lia- 


bilities last year; approximately 
39¢ per dollar of premium income 
was required to cover all oper-| 


ating expenses, leaving the previ-| 


ously mentioned 8¢ per premium 
‘ollar as the approximate under- 
writing profit margin. 

By how much might contiruance 
of the trend toward lower prices 
enlarge the favorable 1948 under- 
writing earnings of the fire insur- 
ance companies? Very materially, 
in our opinion. Such a modest re- 
the 


cession as 5% in prices and 
average cost of settling claims 
would increase the 1948 pre-tax | 


underwriting earnings of the fire 
insurance companies by about 
Here is how that works: 


J0 ls %, 


Last year, as I indicated, claim | 


costs absorbed about 53¢ of the 
premium dollar of fire insurance 
companies as a group. If these 
companies had been able to settle 
such claims on the basis of a 5% 
lower price level, the reduction 
in loss costs would have amounted 
to 2.65¢ on the premium dollar 
(5% of 53 equals 2.65), reducing 
the so-called “loss ratio” from the 


previously estimated 53% to ap- 
proximately 50.35% —and thereby 
increasing the estimated under- 


writing profit of 8.0% to 10.65% — 
or almost exactly 331. % 

It doesn’t seem excessively opti- 
mistic now to anticipate a decline 
of 5% in the average cost o7 set- 
tling claims within the next 12 
months. A week ago the all com- 
modity price index was approxi- 


mately 312% below the corre- 
sponding date of last year, and 
the headlines on the financial 


pages since then inform us there 
has been a further decline in 
prices which seems to be spread- 
ing. Prices could and conceivably 
may decline much more than the 
apparently conservative 5% I’ve 
used for this example. In 1946 
for instance, most of us certainly 
felt that real estate, automobiles. 
clothing and commodities of all 
kinds insured were priced very 
high; 19486 prices actually were 
the highest this country had ever 
seen up to that time—except for 
a few months in 1920. 
nevertheless have risen so much 
higher since 1946 that if the in- 


surance companies had been able 


to settle their losses of 1948 on the 
basis of average prices prevailing 
in 1946, 
ments last year would have been 
about 27145% below the actual 
1948 claim costs. 

Fire insurance stocks currently 
can be bought at about eight 
times 1946 earnings and for about 
75c on the dollar of asset value, 
to yield uwbout 375%. If defla- 
tion does develop, the earnings of 
fire insurance companies scem al- 
most certain to increase as declin- 
ing prices reduce claim costs. 
Therein, I suggest, some reason 
nay exist for belief that “the mar- 
ket” is not behaving so illogically 
as it seems to some of its critics. 


Recent Favorable Market Action 

On June 30 last year the Dow- 
Jones Industrial average closed at 
189.46. At the close on January 
31 this average was off over 10 
points at 179.12 decline of 
514%. Within the same interval 
however the A. M. Best Co. com- 
prehensive index of fire insurance 
stock prices was up 10.3%. The 
divergence between a decline of 
512% and a concurrent advance of 

(Continued on page 34) 
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Dealer-Broker Investment 
Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 











Gold’s Sister, ““‘Domestic Silver” 
| —Analysis—-Bacon, Stevenson & 
Co., 39 Broadway, New York G 
W.. ¥. 

Higher Income—Lower Taxes— 
Outlook for Canada—Milner Ros 
|& Co., 330 Bay Street, Toronto } 
|} Ont., Canada. 


Income Rail Bonds—Compari- 
son of Chicago, Rock Island & 
| Pacific, Northern’ Pacific, and 
Texas and Pacifie—Goodbody & 


Co., 115 Broadway, New York 6 
Ni. 2. 

| Also available are leaflets on 
| Admiral Corp., Brooklyn Union 


| Gas, Bulolo Gold Dredging, Can- 
ada Dry, Cleveland Electric H- 
luminating, Petroleum Heat & 


| Power, United Light & Railways, 


and Wisconsin Electric Power. 


Insurance Stocks—Reprints of 


discussion by George Geyer be- 
fore investment dealers in Los 
Angeles and San_ Francisco 


| Geyer & Co., Inc., 67 Wall Street, 
| New York 5, N. Y. 


New York City Banks—Break- 
'downs o{ government bond port- 
|folios and sources of growth in- 
|}come 1948 on 19 New York City 
'Bank Stocks — Laird, Bissell & 
Meeds, 120 Broadway, New York 
5, N.Y. 
State and Municipal Bonds 
Sixteen year comparison of prices 
'and yields—Chemical Bank & 
Trust Co., 165 Broadway, New 
York 15, N. Y. 
* * * 

American Airlines, Ine.—Spe- 
cial review—John H. Lewis & Co. 
63 Wall Street, New York 5, N. Y. 

American Arch Company — 
Study—Bendix, Luitweiler & Co. 
52 Wall Street, New York 5, N. Y. 





American Can Company—Mem- 
orandum—A. M. Kidder & Co.. 
1 Wall Street, New York 5, N. Y. 


Autecar Company — Analysis— 
Eastman, Dillon & Co., 15 Broad 
Street, New York 5, N. Y. 

Also available are analyses of 
Great Northern Railway, Reading 
Company, and Western Pacific 
Railroad, and lists of common 
stocks for Capital Gain and com- 
mon stocks for Investment. 





Bendix Aviation — Circular - 
| Auchincloss, Parker & Redpath, 


| 52 Wall Street, New York 5, N. Y. 
Also available 
Congoleum-Nairn, Inc. 


Broadway Trinity Place Corp.- 
Circular Amott, Baker & Co., 15¢) 
Broadway, New York 7, N. Y. 
Also available are circulars on 
| Commodore Hotel, Fifth Avenue 
& 28th Street Corp., Fifty Broad- 
way Building, Governor Clinton 
Co., New York Athletic Club, and 
New York Majestic Corp. 


| Central Arizona Light & Power 
'—Analysis—Ira Haupt & Co., 111 
Broadway, New York 6, N. Y. 


Yhicago & North Western Rail- 
|'way Company—Analysis—Smith 
|' Barney & Co.. 14 Wall Street, 
|New York 5, N. Y. 





| Hanson-Van Winkle-Munning 
| Co.—Analysis—Walston, Hoff{mai 
|/& Goodwin, 265 Montgomery St., 
| San Francisco 4, Calif. 


| Hastings Gas Company—Anal-. 


o., 


ysis—Braun, Monroe and 
Bank 


| First Wisconsin National 
Building, Milwaukee 2, Wis. 





International Cellucotton Prod- 
ucts Company — Analysis — Wil- 


|liam A 


is a circular on) 


South 
Il). 


Fuller & Co., 209 


La Salle Street, Chicago +, 


Interstate Engineering Corp. 


Circular Bucky Securities 
Corp... 530 West Sixth Street, Los 
Angeles 14, Calif. 

Also available is a circular on 


Kold Hold Manufacturing Co. 


John Hancock Mutual Life In- 
surance Company—Complete an- 
nual report—John Hancock Mu- 
tual Life Insurance Co., Boston, 
Mass. 

National Tool Company—Mem- 
orandum—Price, McNeal & Co., 
165 Broadway, New York 6, N. Y. 

Also available circular on 
Boston & Maine Railroad Co. 


is a 


New England Public Service Co. 
Analysis—Ira Haupt & Co., 111 
3roadway, New York 6, N, Y. 


Northern States Power—-Memo- 
randum—Sutro Bros. & Co., 120 
Broadway, New York 5, N. Y. 


Philadelphia Electric Co.—Bul-- 
letin—J. W. Sparks & Co., 1510 
Chestnut Street, Philadelphia 
ra. 


=) 


Portsmouth Steel Corp.—Leaf- 
let-—G. A Saxton & Co., Inc., 70 
Pine Street? New York 5, N. Y. 

Also available is data on Ken- 
tucky Utilities Co. in the current 
issue of the “Publie Utility Stock 
Guide.” 


Portsmouth Steel-—Data—Ben- 
nett. Spanier & Co., 105 South La 
Salle Street, Chicago 3, Ill. 


Puget Sound Power & Light Co. 

Circular—Grande & Co., Hoge 
Building, Seattle 4, Wash. 

Revere Racing Association— Re- 
port—Bonner & Bonner, Inc., 120 
Broadway, New York 5.N. Y. 

Seattle Gas Co. — Circular — 
Paine, Webber, Jackson & Curtis, 
25 Broad Street, New York 4, 
N. ¥; 

Seismograph Service Corp. — 
Memorandum—Paul H. Davis & 
Co., 10 South La Salle Street, 
Chicago 3, III. 





Southern Unien Gas Co.—Cir- 
cular—Fred W. Fairmen & Co., 
208 South La Salle Street, Chi- 
cago 4, Ill. 


Southwestern Public Service — 
Study—-R. H. Johnson & Co., 64 
Wall Street. New York 5, N. Y. 


Union Carbide & Carbon — 
Memorandum—Bache & Co., 36 
Wall Street, New York 5, N. Y. 

Also available is a circular on 
United States Pipe & Foundry Co. 

U. S. Truck Lines, Inc. of Dei- 
aware—Circular—Otis & Co., Ter- 
minal Tower, Cleveland 13, Ohio. 

Victor Fuel Co. — Descriptive 
literature—George Birkins Com- 
pany, 40 Exchange Place, New 
Tore 5;.1N.. ¥. 





With F. S. Moseley Co. 


(Special to THs FINANCIAL CHRONICLE) 

CHICAGO, ILL. — David A. 
Johnson has joined the staff of 
F. S. Moseley & Co., 135 South 


La Salle Street. 





Dean Witter & Co. Add 


(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, CAL.—Donald 
R. Tallman has been added to the 
staff of Dean Witter & Co., 632 
South Spring Street. 
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———— Directors 


Lewis L. CLARKE 
Banker 

Cuarces G. Meyer 
The Cord Meyer Company 


Wittiam L. DeBost 
Chairman, 
Union Dime Savings Bank 
Eowin A. BaYLes 
Lawyer 


Rosert GorLet 
Real Estate 


Greorcre McANEeNY 
Bice Chairman, 
Wills & Trust Committee, 
Title Guarantee & Trust Co 
Guy Cary 
Lau yer 
Haroip V. Suite 
President 
Harvey D. Gipson 
President, 
Vanufacturers Trust Company 


KrepertcKk B. Apams 


Atlantic Coast Line Railroad Co. 


Rosert W. DowLinc 
President, City Investing Coa. 


Grorce GUND 
President, Cleveland Trust Co. 


Haroip H. Heim 

President, 

Chemical Bank & Trust Co 
Cuarces A. Louenin 

Vice President & General Counsel 


[van Escorr 
Vice President 


C. STEVENSON NEWHALL 
Chairman of Board, 
Pennsylrania Co. of Philadelphia 


Percy C. Mapeira, Jr. 
President, 
Land Tithe Bank & Trust Ca. 


Kant G. Harrison 
Lan ,er 


Joun A. Stevenson 
President, 


Penn Mutual Life Ins. Co. 


Cuampion MceDowexr Davis 
Pres dent, 
Atlantic Coast Line Railroad Co. 


Warren S. JOHNSON 
President, 
Peoples Savings Bank & Trust Co. 
of Wilmington, N.C. 








Rocer W. Barson 
{ airman oft Bourd., 
Babson’s Reports, In 


Rosert B. Meyer 
The Cord Meyer Company 


Henry C. Brunie 
President. 
Fr re Trust Company 


Harsin kK. Park 
President & Director, 
First National Bani of Columbus, 


Boykin C. Wricut 
Lawyer 


NOTES: Bonds carried at 
$4.143.395.33 Amortized Value and 
Cash $80.000.00 in the above bal- 
ance sheet are deposited as re- 
quired by law. All securities have 
been valued in accordance with the 
requirements of the National 
Association of Insurance Commis- 
sioners. Assets and Liabilities in 
Canada and Jamaica. B.W.1. have 
been adjusted to the basis of the 
free rate of exchange. Based on De- 
cember 31, 1918 market quotations 
for all bonds and stocks owned, 
the Total Admitted Assets would 
be increased to $285.403.703.37 and 
the policyholders’ surplus to 
$93,995.380.35. 


a 
{ 











To countless property owners, The Home is 
A - i | personified by the hard-working representative 
I oh 1 T 
1elg 0 y who takes an interest in their problems and their 
‘ protection—the man who lives down the street, 
a) a ‘ 
C who serves on civic committees, the man who 
. x. 
| . 
: brings prompt financial relief to policyholders 
com an re orts when disaster strikes. That is The Home, in its 
J 
most fundamental sense. 
© Now, more than ever, The Home is a “grass 
fo the Fuble: 
roots” company. Ten fire-marine insurance com- 
panies which were previous affiliates, last year 
were merged into The Home. The balance sheet 
. —_ 
| defines “neighbor” as one who lives shown is the first complete one issued by the en- 
‘ nearby; is associated with others on friendly larged Home organization. This is rightly of in- 
vii terest to the public, because The Home is by far 
sy that definition, The Home is truly a neigh- the leading insurance protector of American 
borly property insurance company. Through its homes and the homes of (American industry, 
| forty thousand representatives, The Home lives 
in and serves cities, towns and hamlets in every a oi 
ai ee 
: state of the Union. , aii —— 
Bal S] 
© vy a. ¢ 
alance Sheet December 31, 1948 
: ADMITTED ASSETS 
| Ca-h in Office, Banks and Trust Companies 2... 2 2 2 6 8 ee) 8 BLATANT IN 
United States Governanent Bonds . . 2. 2. 2. ee ee ee 107.410.297.438 
| i a a a 122.046,607.25 
’ , , eye 
Investment in Associated Company . . . 2... ee ee eee 6.871511.15 
wee ceerenees age, 6 & ss ee ee ee Te eo ee we Ke 3.126.538 
teal Estate re are ee ee ee . @ 4 1.330.863.009 
Agents’ Balances, Less Than 90 Days Due . . .....2.2.24.~. 10.811.751.20 
Reinsurance Recoverable on Paid Losses 2... . ee ee 706,975.94) 
ee een eee SC oe ak Gl et ee Se eh hUverLU]! hue Re -SETU 2.1196.093.37 
Setel Admitted Assets 6. 6 46 tb et 84 Ue we Se oe OU 4. 6 OR85 2S 10 
j 
LIABILITIES 
Reserve for Unearned Premiums .... + « « © © « © « « « $141,729,267.00 
7 Reserve for Losses ly ae ee we ae ee ee er ee ee ee ee eT eee 33.879.862.0 
PWM NINE UAMGSR GS gs wm, kg tar as eh Goce ae en oe) dl 9 DOD DOO) 
Liabilities Under Contracts with War Shipping Administration . oo... 2.888.128.2 1 
|  OGOWUMEE SS gk ce SO SRO Ee ee SS 8 1.493.633.12 
ee gk ke we ge oe ke ee ee a Se CO en eS 2.41 4,432.6 
| Total Liabilities Except Capital Je. & 2 « #» © « « « SORA S2s-02 
) a ee ee erm 
ee ce 6 ee ee a a Ow ee ae we eH 73,823,519.59 
Surplus as Regards Polieyholders . 2. 2. 2. 2.) . ee) 693.837.115.08 
SOM 6 ee Ke Se eo ee ee HS aS ee @ © Bee 
ui HE HOM E; " 
PROPERTY 
INSURANCE - 
F 7 Z, ) ? a) 
| DUM CUMALCE O1tf20 VY 
Home Office: 59 Maiden Lane. New York 8, N. Y. 
Home [Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds. 
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FIRE «+ MARINE 
ALTOMOBILE 


Chairman of Exvecutive Committee, 
























































THE COMMERCIAL & FINANCIAL CHRONICLE 





Thursday, February 24, 1949 

















10 (862) 
2 - - - =] escrowed stock would be distributed first to holders of the present investor the months ahead ar 
‘ — | preferred stock On a share for share basis and then pro rata to the especially a time for the careful 
[ S “ a present common stock. . selection of industries and issues 
| CL TrOCC& %: CCILI ities It may be taken for granted that there will be consicerable on the basis of a strict appraise- 
| 7 opposition to the Plan outlined above. Theretore, considerable ‘urther ment of their outlook in relatio: 
iy delay appears likely. Fundamentally, however, the proposal appears to their current prices. Such an 
( — entirely feasible and appears adequately to protect the relative cights approach will take into consid- 
a Ciaideal of the various security groups. On the basis of the company’s im- eration the return to a buyers’ 
1SCONS!) proved and improving status and the possibility of important reor- market, high break-even points 
There has been considerable market interest in the securities of ganization developments during the next few months, the company’s inventories and reserves therefor 
Wisconsin Central in recent months. The road is one of those that is) various securities have interesting potentialities at current levels in| and the further question of how 
still in the process of reorganization, a popular field for speculation | the opinion of many analysts, much the future has been dis- 
7 counted by the low price-earnings 


which has been narrowed considerably in the past few years. The 
ed interest in these securities centers around recent court and 
state Commerce Commission hearings and rising hopes in many 
‘hat some constructive action bringing the company out oi 
taken in the not too distant future 


rene\ 
Inter 
quarters 
bankruptcy may be 

It has been suggested that a voluntary readjustment under the 
Mahatfie Act would be feasible. As a matter of fact, preférred 


new 

stockholders recently tiled a petition seeking court authority to do 
just that. It was held that a Mahaffie Act petition from the debtor 
corporation (which is the usual procedure) is not likely. Wisconsin 
Central is controlled by Soo Line which is in turn controlled by 


Canadian Pacific; which owns a substantial block 


Canadian Pacific, 
nas been opposed to liberaliza- 


of the Wisconsin Central bonds itself, 
tion of reorganization terms. Hearings on this petition are scheduled 
for late in March. 

Aside from this court petition there were extended ICC hearings 
on the reorganization plan earlier this month. At these hearings a 
proposed reorganization plan was filed jointly by groups representing 
holders of the road’s three major bond issues, In this joint plan the 
three mortgage issues would remain undisturbed as to principal and 
would retain their present respective lien positions. Maturity o/ the 
Ist General 4s, 1949 would be extended to 1979 and interest would 
fixed at 4%. Maturity of the Superior & Duluth Division 4s 


remain 
and the Ist & Refunding 4s and 5s would be extended to 1999. Inter- 


est oi: both of these issues would be at 4% and would be contingent 
on earnings. 

All of the back interest on the Ist General 4s has been paid up 
and the principal amount outstanding has been reduced by tender 
operations to $14.878,000. Under the proposed plan the amount out- 
standing would be reduced further to $14,000,000. This would repre- 
sent the only fixed interest debt of the reorganized company. Total 
fixed charges would amount to only $620,000 annually. The contin- 
gent interest bearing bonds would be outstanding in the aggregate 
amount of $23,316,000. Interest thereon would rank junior to a sink- 
ing fund of $140,000 for the Ist General 4s and a capital fund of 2% 
of gross revenues less depreciation, Basing the capital fund on 1947 
earnings the total contingent charges would amount to $1,149,230. 

The debt structure proposed in this plan would appear as entirely 
realistic on the basis of the company’s earnings record as an inde- 
pendent property, although total fixed and contingent charges of 
$1,769,230 would be considerably higher than the $1,165,758 called 
for in the plan proposed by the Commission itself in 1947. Over the 
past ten years earnings available for charges have averaged roundly 
$3 million after eliminating from 1945 results extraordinary charges 
for accelerated amortization. The poorest year of that period was 
1939 when some illion was available, Last year available income 
ted to $4,092,737 compared with $3,615,004 in 1947. 
interest on the Superior & Duluth 


41 


29) 4 
oa 


amou 


The substantial arrears of 
Division and Ist & Retunding Mortgage bonds would be satistied wiu: 


noninterest bearing scrip. Each $1,000 Superior & Duluth Division 
bond would get $900 of such scrip, the Ist & Refunding 4s would get 
$450. and 1! & Relunding 5s would get $812.59. The plan would 
provide that of net income shall be put into a fund for the 
retirement of the scrip either by open market purcnases or by call for 
retirement fund 


e Isi 
“3 by 


] 
7 


tenders. On the basis of last year’s earnings this 
would amou to approximately $925,000. No dividend could be paid 
On the new common until all of the scrip had been retired. 


There would be no preferred stock outstanding. Holders of the 
Superios & Duluth Division and Ist & Refunding bonds would receive 
one share of new common outright for each $1,000 of bonds. Also, 
each $100 of scrip would carry one share of common inseparably 
attached, As the scrip is retired this stock would be placed in escrow. 
At the 15*vears, or on retirement of all of the scrip, this 


end of 





WISCONSIN CENTRAL 


Ist G& Refunding 4s & 5s, 1959 
Preferred & Common 


Bought — Sold — Quoted 


McGINNIS, BAMPTON & SELLGER 


Members New York Stock Exchange 


61 BROADWAY NEW YORK 6G, N. Y. 
Telephone Digby 14-1953 Bell Teletype NY 1-310 








WISCONSIN CENTRAL RAILWAY CO. 


First & Refunding 4s and 5s, 1959 


Bought. Sold & Quoted 


¥ 
HESS & CO. 
INCORPORATED 
123 S. BROAD ST., PHILADELPHIA 9 
Members of Philadelphia Stock Exchange 
New York: HAnover 2-4120 





Phila.: KIngsley 5-7200 








Predicts 5-107 Business Drop in Next Six Months 


Henry J. Simonson, Jr., President of Nationa! Securities & Research 

Corporation of New York, holds Congress wil] avoid legislation 

leading to depression, and recommends present investment in d ver- 
sified groups of sound income producing securities. 


Henry J. Simonson, Jr., 


President of National Securities 


& Re- 


search Corp. of New York, addressing the group of invesiment dealers 
at La Salle Hotel, Chicago, Ill., on Feb. 21 expressed the opinion ‘hat 


business generally 
10% from the 
peak levels 
that prevailed 
in 1948 and 
that such a 
decline was a 
normal expec- 
tation follow- 
ing industries 
catching up 
with backlogs, 
the filling up 
of inventories, 
and the cur- 
rent transition 
from a sellers’ 
to a buyers 
market. Mr. 
Simonson 
added: “Prices are in a declining 
trend led by farm products which 
are expected to be off 5% to 7% 
during the next six months.” This 
over-all readjustment, Mr. Simon- 
son said, “is very healthy for our 
economy as it will put farm and 
industrial prices and business on a 
sounder base on which to build 
confidence for the future.” 

“Our political economy presents 
a problem as businessmen ar 
uncertain of future legislation,” 
Mr. Simonson. He expressed 
the view that much of the pro- 
posed legislation would not be- 
come law, that a number of items 
would be modified substantially 
ana others deferred to future 
vears. Said Mr. Simonson: “I am 
satisfied that the 8lst Congress 
does not want a severe recession, 
much less a depression, and there- 
fore think it reasonable that any 
proposed legislation will be care- 
fully considered by tne Congress 
from.the standpoint of its effect 
on our economy thus the stafe of 
business at the time each new lew 
is considered will likely be the 
cetermining factor in its defeat or 





4 H. J. Simonson, Jr. 


sald 


passage.” 

Commenting on the trend of our 
economy for the next six months, 
Mr. Simonson gave the following 
views as the conclusions of his cor- 
poration’s research staff, headed 
R. 


by Economist Dr. Frederick 
Macaulay: 
The Federal Reserve Index of 


Industrial Production currently at 
abeut 190, is not expected to de- 
cline more than 8%. Total U. S. 
construction should rise and set a 
new dollar value record high at an 
annual rate of about $18 billion. 

The BLS Consumers Price In- 
dex (1935-39—100) currently at 
171 is expected to decline approxi- 
mately 6% to 8% to about 160. 

Personal income for 1948 was 
$213.6 billion and it is expected to 
decline only 4% to 5%, perhaps 
to the $205 billion annual rate. 
Presently, the civilian labor force 
is about 60 million. Unemploy- 
ment is not expected to exceed 3 
million to 4 million. 

Repeal of the Taft-Hartley Act, 
and re-enactment of Wagner Act 
with provisions to prevent strikes 
in vital industries, appears likely. 
Wage increases of about 8¢ to 10¢ 
per hour are expected in some in- 
dustries (mostly the heavy durable 


goods industries). More fringe 
benefits like pensions, medical 
care and insurance are likely. 


in the next six months would be off about 5% 


° 


gq ¢ 
LO 


Strikes will probably decrease. 
The imninimum wage will likely be 
increased to 65¢-7a¢. 

BLS index Wholesale Commod- 
ity Prices—909 series (1926—100) 
currently about 158.8 will likely 
cecline 6%-8%. To maintai. 
parity income for the farmers, 
farm supports will be extended. 
The 1948 farm income was $31.3 
billion and it is expected only to 
be down about 7%. ° 

Retail trade for 1948 was $129.9 
billion, as compared with $117.7 


billion in 1947. The 1949 annual 
rate is expected to be off about 
7% to 10%. 


A decline in inventories may be 
expected. The New Orders Index 
(1939—100) las{ reported at 250 is 
expected to be off about 5% to 
7%. Shipments will likely decrease 
about 5% to 7%. 

Short-term money rates are ex- 
pected to advance very slightly 
over the next several months. 
Long-term money rates to remain 
firm. Municipal bond yiel~s should 


hold and high-grade corporate 
bond yields are not expected to 
change much from the current 


level as it is believed the support 


peg for U. S. Government 2!»s 
will be maintained at par. 
The U. S. gold stock which has 


had a contii1uous increase over tne 
past few years and currently is in 
excess Of $24 billion is likely to 
continue to increase but at a slower 
rate. No chenge in the U.S. Gov- 
ernment price of gold is expected 
for the foreseeable future. 

Total earnings 
(loans and investments) presently 
approximate $62 billion. They are 
expected to remain practically un- 
changed up to July 31. Individual 
savings are expected to advance, 
and the rate of increase will prob- 
ably be slightly higher than dur- 
ing the same period in 1948. Per- 
sonal savings currently estimated 
at about $170 billion should reach 


assets of banks 


at least $175 billion by July 30. 
No further increase in bank re- 
serves is expected for the fore- 
seeable future but bank credit 
controls will be increased as au- 
thority to increase reserve re- 


quirements of Member Banks of 
Federal Reserve System expires 
June 30, 1949. Installment credit 
(Regulation W) will probably be 
extended beyond June 30 and 
liberalized. 

Mr. Simonson concluded: ‘‘As to 
business generally, taken on an 
overall basis, I expect a moderate 
cecline, but let me make it clear, 
I do not expect a serious recession 
or depression but more of a tran- 
sition period. Soft spots are oc- 
curring now in a number of in- 
dustries, while many other indus- 
tries are going ahead and have a 
favorable outlook; also, I have in 
mind the cushioning effect of our 
huge money supply, high Govern- 
ment spending, full employment 
at high wages record private sav- 
ings, relatively high farm income 
and near record personal income. 
Such conditions are not the back- 


ground for a severe recession or 
depression. 
“It is my opinion that for the 


ratios and high yields available 
on many sound securities. I am of 
the opinion that the strong Ameri- 
can industrial corporations which 
have been successful in the highly 
competitive prewar period will 
continue to do well in the future. 
All factors considered, I believe 
this to be a good time for long- 
term investment in diversified 
groups of sound income producing 
securities.” 





COMING 
EVENTS 


In 


Investment Field 








March 8, 1949 (New York City) 

National Federation of Financial 
Analysts Societies Second Annual 
Convention. 

March 16-17, 1949 (Chicago, Hl.) 

Central States Group of IBA 
Spring ivleeting at Drake Hotel, 
April 1849 (New York City) 

Security Traders Association of 
New York dinner at the Waldorf- 
Astoria. 

May 18-21 (White Sulphur 
Springs, W. Va.) 

Investment Bankers Association 
Spring Meeting of the Board of 
Governors at the Greenbrier. 

June 17, 1949 (Boston, Mass.) 

Municipal Bond Club of Boston 
Annual Outing at the Concord 
Country Club, Concord, Mass. 

Oct. 5-9, 1949 (Colorado Springs, 
Colo.) 

National Security Traders 
sociation Annual Convention 
The Broadmoor Hotel, 

Dec. 4-9, 1949 (Hollywood, Fla.) 

Investment Bankers Association 
Annual Convention at the Holly- 
wood Beach Hotel. 
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Maurice Flexner Now 


With Voss & Co., Chicago 


lal roe | Curop 
CHICAGO, ILL.—Maurice Flex- 


ner has become associated with 
Voss & Co.. 39 South La Salle 
Street. Mr. Flexner was formerly 


with Sills, Minton & Co. and Leh- 
nan Brothers. 


With Shearson, Hammill Co. 
(Special THE FINANCIAL CHRONICLE) 
LOS ANGELES, CALIF.—John 

I. Dewar has become associated 

with Shearson, Hammill & Co 

618 South Spring Street. Mr. De- 

war was formerly with Maxwell 

Marshall & Co. for many years. 


With Merrill Lynch 

ial THE FINANCIAL CHRONICLE) 
FRANCISCO, CALIF. - 

Henry W. Clark has been added 

to the staff of Merrill Lynch, 

Pierce, Fenner & Beane, 301 Mont- 

gomery Street. 


Two With Herrick, Waddell 
(Special to THE FINANCIAL CHRONICLE) 
BEVERLY HILLS, CAL.—Alice 

M. Bieg and Frank R. Coggbur: 

have become affiliated with Her- 

rick, Waddell & Reed, Inc., 8945 

Wilshire Boulevard. 





to 





(Spec to 


SAN 








Walston. Hoffman Adds 

(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—Jame 
P. Kennedy, Jr., has been addec 
to the staff of Walston, Hoffmar 
& Goodwin, 550 South Spring 
Street. 
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(alo) Highlights from the 1948 Annual Report 


ASSOCIATES INVESTMENT COMPANY is primarily engaged in discount or installment financing, in 


Associates 


making personal loans and in exte nding medium term credit to’ industrial and mercantile concerns. eos es St ee 


vestment 


In the discount or installment division. the company operates 105 branch offices in 28 states and the 
District of Columbia in which area 80% of the population of the country is located. The principal business 
handled at these points consists of purchasing retail installment notes from automobile dealers. In con- 


oo. 


junction with this business wholesale financing is extended to dealers and distributors for the purpose of PO ‘dl , 


carrying automobile inventories. 


Associates Investment Company provides rediscount facilities for other finance companies, the majority 


of which are engaged ir 


credit is also extended to manufacturing and trading enterprises against assignments of accounts receivable 


1 purchasing automobile installment contracts. Secured short and medium term 


and inventories, and pledges of machinery, equipment and other eligible collateral. 


ASSOCIATES INVESTMENT 


CONSOLIDATED BALANCE SHEET 


COMPANY, South Bend, Indiana 
E. M. MORRIS, Chairman of the Board 


Company 


«Commercial and 
Installment Financing 





DECEMBER 31, 1948 





ASSETS 


ee Sted cisth wan aha eae aun aes anki ataX alate aie ee eee ee 


{ECEIVABLES: 


Motor lien retail installment notes....... ilies oa 


Motor lien wholesale, short-term loans......... 
Modernization loans, including $10,969,017.99 
under FH. A. plan PA a ee eS ee ee ee ee 


Chattel lien and conditional sales installment 


baie comes «6 21, cee,ar een 
32,580,803.06 
34,793,799.8 


notes (other than motor lien) . ae aes Sper 1.200.942.89 
Personal loans on collateral (small loams)....... 7.857.663.89 
Accounts receivable assigned . 3,058,485.36 
Advances to other finance companie: S On ¢ oft ste val 5,444, 123.42 
Commer ‘jal loans on collate ral ib aes aa eae 3. 162.02 | 28 
Mis cellaneous. .. ee we oe ae a oe oe oe oe ee ce 1.720.474.36 
Total Se ae Sstara ae: eleie aaah ea eee alae $204,931 0.707.97 

Be ee ee ae eT oe ee re ere - 176,216.72 


$205,406,924.69 


RESERVE for possible future losses on 


receivables and repossessions P 


»- 


3.531 7ae.to 201,875.172.54 





INVESTMENTS IN NONFINANCE SUBSIDIARIES not con- 
solidated, at cost plus subsequent increase in net 
assets ol ubsidiaries (equivalent Lo underlying 
book values): 


Wholly Owned 

















LIABILITIES . 

Notes PayaBLe, short-term (of which $139,585,000 are bank loans)... $144,510,500.00 
Accounts PayaBLe AND Accruats (including $733,205.92 to Emmco 

Insurance Company, a nonfinance MING oi a Side cer asaness 2.218,359.82 

pesnave woe Grave ann Pamieat. TARE. .....ccccsccccscceewses , 1,467 ,962.99 

Reserves WitithELD--DraLers AND OTHERS....... bs wtaune ews es ‘ 2,247,446.67 

eg i Pe aa eres Meee Pare neeee ; 10,822,594.99 


Lonc-TERM Nores PAayABLe: 

Notes due in equal annual installments August 1, 
1955 to 1957 inelusive ee “e 
Notes subordinated 1o other borrowe d funds — 
Due June 15, 1953........ 

Due January 1, 1958, except that annual amor- 
tization payments based on earnings (but not 
to exceed SO00.000 per year) begin Mareh Lie 
1954 | APR EER ee ern) aera 9,000,000.06 


$?0.000.000.00 


10.000 000.00 


55.000.000.00 


CapiraL SvOCK AND SURPLUS: 
Common stock, authorized 1.500.000 shares of 
$10 par value each; outstanding 1.041.624 shares $10, 116,210.00 
Paid-in surplus, representing ( ash procec ds in excess 
of the par value of 200,000 shares of common 
stock sold in J947 oe se fr RE ee OO 2.600 ,000 00 





Durham Manufacturing Corporation. ...... $ 829,244.97 ee ne Seay - 
Associates Building Company... ok ec ereraie 364,963.42 ae eee unde! piothgesiige ol song-term 
Moreo General Ageneyv, Ine 13.975.39 notes pay ible, $15,566,288.44 is not available 
: © : / ; : ; é : Re ; { Tr ais 1 | | 4 ~ ‘ ’ re | iI) ¢ ¢ 
\\ holly Owne 7h} ( xcept lor dire ‘CLOrs one Ul OF 7" h divide nd On, OF reat i sition oO} capital ; : 
‘ - a on eas , stock) . 19. 6.44.603..2¢ 
shures KE mmeo Insurance Ceeainy. 3.995.729.83 1.503.913.61 ‘ ec ee Se at Se ° , 1,04 05.80 
’ is =o -rease e itv 1 net assets ¢ non lance s ‘ 
hosuuiene te Bien da Romkceia: Cexsini: Camas Increase in quits cab , f finanee sub re 
PANY not consolidated, at cost (50% owned).........ccecccceces 50.000.00 sidiaries not consolidated, during ownership... 1,7 10.713.61 
FURNITURE AND FIxTURES, less reserve for depreciauion. ........0006 315,947.26 Toial capital stock and surplus applicable to 
PREPAID INTEREST, ETC... .0 <0 PTT Tee ae 194.5068..0 1,041,824 shares outstanding............... PE ee are? 3,319,001 A] 
$234.639.98 8 $234,639,98 1.84 
G th in Net Worth CONSOLIDATED. INCOME FOR THE YEAR ENDED: DECEMBER, au, 1948 
row in 
IEE, Sant NE IN oak oa Shine 69.046 640 RAB hw ee ea aT hanes x8 been ei Pee re $ 24,997,842.38 
Operating Expenses................4% fs aan anak peteawes ere etelerels any Baer sees ty ota eae eees 835,195.02 
imeome from Smancine operations before income tame. oo oc oc o6 608 86466646 Ose cede e ee ber sedareseunaeidaces 8, 102,647.36 
ee Ee Fw ce eat ca Dea oi Ce ee ee ee ee te 420,000.00 
Income from financing operations Sara. aclevtatsn ta Gael aaa ak oP Oy ee ka ea ieee), RNR ANS HNNoa am tee tae) oe a ER Te aS a Pe ere ee EN 1 (4 50 
ividends Received from Nonfinance Subsidiaries Not Consolidated. .............c cece cece wcccccecccceccececece &10.000.00 
Dividends R 1 { Nonf bsid 
: Consolidated net income credited to earned surplus. Sy PCE ere hr ee ee ere Oe ee ee ee ee ee 1,002,041 oo 
Sie Lndistributed Income of Nonfinance Subsidiaries Not Consolidated Bayes Bhacete ie eee Tat CER UTES HAG La ERC er tea ht EAT RIG TS L.2290.013.00 
1946 1947 1948 Net income of con pany I a A Oe a Oe ee bee ee ee i ed ge ee Seed $ 6,776.2060.96 
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oO _—— =| industrial development in the area, Lederle Laboratories (makers [f= SEE EaRea - 
. oe ‘ a of pharmaceuticals) being the most important electric customer, ac- | |] 
. » “ Ie |, counting for about one-eighth of the kwh sales. About 46% of electric iis 
Public Utility Secut ultes | revenues are from residential customers, an unusually large propor- us iness i] 
‘| tion. i} 
ih) | 
SS} = By OWEN ELY KF —- . Ma n *s 
Rockland Light & Power Company | tes | 
Rockland Light & Power Company sells over-the-counter around B Kk. I Uf Hy 
8, paying 50¢ and yielding about 43.39 Earnings for the calendar OO S 1e 
year 1948 approximated 54¢ a share compared with 63¢ in 1947 and | | 
67¢ in 1946. The company and its predecessor of the same name have | otes = —_—— J 
paid dividends on the common stock since 1908. The company is one | Ec ic Munich. TI! The 
of the so-called Tenney group, which includes a number of New | z 1 © Ch . o> ati be I The 
England utilities. The company’s financial office is in Boston while | | art Breeeeen gM 
the operating personnel is in Nyack, N. Y. erty , nen A oe Lik nl 
The company has two smal] subsidiaries, one serving an adjacent) op.ay-prne vp sii oe a ; : : seal perenne 4 + tebe a pt tng 
area in ane j > ln pan ae ether a small ner in | acl nena SECURITY TRADERS ASSOCIATION OF LOS ANGELES 15 East 40th Street, New York 16, 
Jointly, the three companies serve about 800 square miles with a/| William A. Miller, Fairman & Co., newly elected President of the | N. Y.—cloth—$3.75. 
The territory extends from a point oppo- Security Traders Association of Los Angeles, upon assuming office - ae 
Wage-Price Spirals and Eco- 


population of some 158,000. 
site New York City in New Jersey, 
Bear Mountain Bridge, and along the New York, New 
Pennsylvania state lines for a distance of about 80 miles. 
separate areas are served, the whole system is interconnected. Most 
of the communities served are small, the most important being Mid- 
dletown, Port Jervis, Nyack, Haverstraw, Suffern, Spring Valley and 
Stony Point. 

About 88% of revenues are electric and 12% gas. Electricity 
served to practically all of Rockland County and substantial parts 
of Orange and Sullivan Counties, also parts of North Bergen County 
in New Jersey and Pike County, Pa. There are four hydro-electric 
generating plants on the Mongaup River in Sullivan County, 
steam plants, an old One at Hillburn, New York, and a new 
(just put in operation) at Tompkins Cove on the Hudson, 
plants have a combined rated capacity of 58,000 kw. 

The hydro plant was of course handicaped by drought during 
parts of the past two years, and since the old steam plant was inade- 
quate, the company had to buy a considerable amount of expensive 
power from Public Service Electric & Gas, which decreased the earn- 
ings. The new electric plant is considered highly efficient, however 
and its use should greatly reduce the amount of purchased power 
The installed capacity is 22.000 kw. and effective capacity possibly 
around 26-27,000. The company has ordered another duplicate unit, 
which will probably go into operation in the summer of 1951. The 
new plant has been designed to accommodate this unit. 
plant is considered almost the last word in efficiency. 


up the Hudson almost to the 
Jersey 


is 


plant 


The new 
Only one boiler is used 
high as a 7-story building, generating steam at 900 Ibs. 
a temperature of 900 degrees F. Crushed coal is carried by conveyor 
into the plant, where it is finely pulverized and blown into the boile: 
which is considered 


furnace. Some 30,000 tons of coal are on hand, 

an ample supply in the event of strikes or shipping delays. In the 
arrangement of the plant the turbine generator has been mounte: 
over the condenser, thus saving considerable floor space, and all 


important equipment is confined to the operating floor and basement 
sealed and hydrogen-cooled fo: 


The generator casing is completely 
maximum efficiency. The building itself is “pressurized,” which will 
keep out dirt and dust when doors are opened. 

With low-cost power provided by this plant, together with a 


currently improved supply of water for the hydro plant, the manage- 
ment hopes to reduce the operating ratio in 1949 to around the level! 
of 1940-47. However, interest charges will increase somewhat as the 
company is currently refunding its bank loan (incurred in connection 
with plant construction) with a new bond issue. 

The company is one of the few in this area to have a supply of 
natural gas. Nyack is the eastern terminus of the old Columbia Gas 
pipe-line, which it was originally thought (back in the 1920’s) might 
reach New York City. 


This line has now been connected up with the 
Big Inch Line, yas is now obtained from Texas. 


and gz While there was 
a shortage in the winter of 1947-48, an increased supply is available 


this year, and of course there has been less demand because of the 
warm weather. In the meantime the company has completely mod- 
ernized its three standby manufacturing plants, which could now 


supply peak demand even if the natural gas were cut off, it is under- 
stood. These plants can make gas from low-grade oil, replacing the 
Old water-gas system. About nine-tenths of the homes constructed 
in this area in the past decade have been equipped to use natural 
for heating, and the use of gas may be expedited when restrictions 
on new consumers are lifted, possibly within a short time. With the 
present ample capacity both from natural gas and manufactured gas, 
it appears logical to expect a doubling of sales within three or four 
years, particularly in view of the high-grade residential character o! 
most of this area. 

The company’s capital structure is conservative, even with adjust- 
ment for the new bond issue—about half debt and half common stock 
(there is no preferred stock outstanding). Plant account has been 
written down to original cost and depreciation reserve is about 17% 
of plant. Rates appear on the high side compared with those of 
neighboring companies, but this is perhaps explained by the scattered 
population in the area and the fact that no very large cities are 
served, . 

The company is well equipped to handle service emergencies in 
its widespread area, since many of its 120 trucks and cars 
equipped with two-way radio telephones. There is no very important 
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and two | 


The three | 


(another will be added in 1951) but this is as | 
pressure at} 


recommended that a new policy of public relations be pursued by 





Cliff Sherwood, Needham & Co., Palo Alto: C. Arnolt Smith. Presi- 
dent of National Steel & Shipbuilding Co.: Ralph Defoe, Fairman | 
& Co.;: Sam Green, Pledger & Co. 





George Earnest, Fewel & Co.: George 


Larry Pulliam, Weeden & Co.; 
Jenkins, Akin-Lambert Co.: N. V. Cole: George Liddle, Jones, Cos- 
grove & Co., Pasadena; Glen Jones, Geo. R. Miller & Co., Pasadena. 





Miller, Fairman & Co.; Glenn Ogg, George R. Miller & Co., 


Pasadena; Ray Hayden, First California Co.: 
Tegeler & Co.; C. R. Sherwood, Needham & Co., 
Wells, Maloney & Meyer. 


This 


Palo Alto; Walter 


the Los Angetes traders. first move toward this end 


The next step was an all dey trip to San Diego on Feb. 12 by 


sroup of 32 securities men, mostly traders, under the auspices of | 
Dempsey-Tegeler & Co. and headed by Jack Hecht, Chairman of 


the Public Relations Committee. Departure time from Los Angeles 
was at 8:00 a.m. on the Santa Fe Streamliner with breakfast served 
on the train. Upon arrival in San Diego the party was met by C. 
Arnholt Smith, President of The National Steel & Shipbuilding Co. | 
who had cars in readiness for 
& Shipbuilding plant for an inspection tour. 


The main purpose of the trip was then accomplished as the 


for its maiden 
re- 


entire group went aboard a new National Tuna Clipper 
voyage on a 3! hour shakedown cruise aquring which luncheon. 
freshments and entertainment were supplied in sufficient quantity 
16) 


(Continued on page 


| Shober, 


Jack Hecht, Dempsey- | 


was to} 
) arrange a luncheon with the Los Angeles financial writers so as to| 
|; acquaint them with this program. 


2) | 
a 


transportation to the National Steel | 


|' nomic Stability—-Chamber of Com- 
| merce of the United States of 
America. Washington 6, D. C.— 
paper—25¢ (quantity discounts). 


Why I Am in the Labor Move- 
ment—By Fifteen Labor 
—National Planning Association, 
800 Twenty-first Street, N. W., 


Washington ae OS & —paper—$1 00. 
—_— 


Junior Inv. Bankers 
Of Baltimore Elect 


BALTIMORE. MD.—About 40 
members of the Baltimore Junior 





Investment Bankers Association, 
with a number of commercial 
bankers and insurance company 
investment men as their guests, 
held an end-of-the-week annual 
| dinner at the Elkridge Club. The 
meeting was presided over by 


William M. Legg, of John C. Legg 
& Co. retiring President, who 
| stressed the absolute necessity in 
'a free economy of maintaining a 
healthy investment banking in- 
| dustry to make money available 
| to expand businesses and so create 
i} new jobs for countless workers in 
/every category. 

Following the dinner, members 
elected the following officers for 
the coming year: President, F. 
Barton Harvey, Jr., Alex. Brown 
& Sons: Vice-President, John J. 
Jackson, 3aker Watts & Co.; 
| Secretary, Robert W. McCaffrey 
'Stirling, Morris and 30usman; 
Treasurer, William L. Reed, Rob- 
ert Garrett & Sons: members of 
the Executive Committee, for two 
vears, E. Philip Hathoway, Mid- 
dendorf & Co.; for one year, Hugh 
J. O’Donovan, Stein gros. & 
30yce, In addition, William M. 
Legg will serve on the Executive 


Sb 
& ommittee. 


With Woolfolk & Shober 
to THE FINANCIAL CHRONICLE) 
NEW ORLEANS. LA.—Ernest 
Scherer is with Woolfolk & 
839 Gravier Street. mem- 
| bers of the New Orleans Stock 
'E xchange. 


| 
Two With Baker, Sines 


(Special THE CHRONICLE) 

DETROIT, MICH.—William A. 
Glynn and Max H. Ohst are now 
with Baker, Simonds & Co., Buhl 
Building, members of the Detroit 
Stock Exchange. 


Soe Sessa. & Co. “Adds 


CHRONICLE) 





(Special 


| L. 





to FINANCIAL 








| (Special FINANCIAL 
KANSAS CITY, MO.—Stanis- 
law Labunski has been added to 
| the staff of Stern Brothers & Co., 
| 1009 Baltimore Avenue, members 
of the Cascage Stock amaiiete, 


With Ff ield, Richards 


CHRONICLE) 


to THE 





FINANCIAL 
OH1IO—Chastian 
Jr.. is now with Field, 
| Richards & Co., Union Central 
| Building. He was previously with 
Horan & Grischy. 


Ralph tion hens 
ALTON, ILL. — The Ralph 
Luken Agency, Inc., has been 
formed with offices at 305 State 
Street, to engage in a securities 


business. 


(Special to THE 


CINCINNATI, 
| Taurman, 
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Schram Says NYSE 
Members Welcome 
Small Orders 


In radio interview, President of 

New York Stock Exchange, points 

out research services of member 

firms are available to small as 
well as large investors. 


Small investors are welcomed 
by members of the New York 
Stock Exchange, Emil Schram, 
President of the Exchange, stated 
on Feb. 20, in a radio interview on 
“Adventures in Industry,” a pro- 
gram presented by the Commerce 
and Industry Association of New 
York, Ine., in 
cooperation 
with radio 
Station 
WMCA. 

“An inves- 
tor can buy 
any number of 
shares on the 
Stock Ex- 
shange — one, 
10, 14, 20 or 
more—and 
such orders 
are welcomed 
by our mem- 
ber firms and 
given just as 
much _atten- 
tion as 100 shares,’ Mr. Schram 
declared. “It should be drawn 
to the attention of millions of 
persons who have extra money 
after providing for the es- 
sentials of their personal plans, 
that they can improve their 
incomes and build up their re- 
sources by intelligent, persistent 
investment in well-chosen listed 
securities.” 





Emil Schram 


Prospective buyers can obtain 
all necessary information and sug- 
gestions through member firms 
who fill orders on the Exchange 
he pointed out, and added that 
“research into the values of secur- 
ities has become a very important 
part of member firms’ services to 
investors.” 

“Many common stocks on the 
Stock Exchange's list of 1.400 is- 
sues have paid dividends each 
year for 25 to 40 years,” Mr. 
Schram revealed, ‘‘and more than 
a few have paid every year for 60 
years without missing a_ single 
year. 

“In determining these invest- 
ments, dividend records are not 
their only recommendation,” Mr. 
Schram continued, “there is the 
matter of vields on money invested 
in them—the percentage of income 
which an investor can secure from 
many of the long-time. dividend 
payers. For some months, for the 
greater part of the last two years 
in fact. investors have been able 
to get from 5 to more than 7%. 
The public can learn much to its 
advantage by looking* into divi- 
dend records.” 

Mr. Schram was interviewed by 
Thomas Jefferson Miley, Execu- 
tive Vice-President of the Com- 
merce and Industry Association, at 
the conclusion of a half-hour dra- 
matization of the New York Stock 
Exchange, ninth in a series of 
“Adventures in Industry,” devoted 
to the stories of the great indus- 
tries and business services of New 
York. 

—- a 

With Dempsey-Tegeler 

(Special to Tue FINanciaL CHRONICLE) 

LOS ANGELES, CALIF.—Mil- 
ton C. Sheed is with Dempsey- 
Tegeler & Co., 210 West Seventh 
Street. Mr. Sheed was previously 
with C. E. Abbett & Co. 


Joins ICA Distributors 

(Special to THE FImNnancraL CHRONICLE) 

LOS ANGELES, CALIF.—Page 
Noll, Jr.. has joined the staff of 
ICA Distributors, Ince., 650 
South Spring Street. Mr. Noll was 
previously with First California 
Company. | 
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Portsmouth Steel Corporation 
PORTSMOUTH, OHIO 
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Report on 1948 Operations 


To the Shareholders: 


The accompanying statements show your Corporation’s financial 
condition at December 31, 1948, and the results of operations 


for 1948. 


eo 


Net sales for the year amounted to $58,904,663 compared to 
Earnings for 1948 after all) charges 
$4,511,550, or $3.54 per share. This eompares with 1947 earnings 


$49,459,952 in 1947. 


of $3,944,969, er $3.03 per share. 


Dividends paid during 1918 totaled $1.00 per share, in 
Directors 
declared a quarterly dividend of 37'44¢ per share, payable March 


parison with 75 cents per share paid in 1947. 


1, 1949, an inerease over the 25¢ previously paid. 


Again in 1948 earnings retained in the business were 


grade iron ore and coal to maintain capacity production. 
total amount expended for these purposes was $3,471,714. 


Installation of our mechanized, non-continuous sheet mill was 
sheets 
Output inereased steadily month 


begun in December, 1917 and production of het rolled 
started in February, 1948. 
month, and the mill is now in full production at the r 


100,000 net tons per year. With the installation of additional equip- 


were 


> used 
to expand and improve your Corporation’s plant and properties, 
as well as to continue to assure itself of adequate supplies of high 


modern rod and wire mills in the industry. 


at the rate of 240,000 tons annually. 


The constructive cooperation. 


progress for your Corporation. 





During the year we inereased our holdings of 
stock of the Cleveland Cliffs Iren Company, owners of the second 
largest reserves of iron ore in the United States. On February 
1948, we purchased an additional producing coal mine, which is 


Our working force averaged 4,436 during the year. 
tions with our employees remained highly satisfactory, and we 
take this opportunity to express our appreciation to our employees 


and their Union, The United Steelworkers of America, for their 


February 7, 1949 
ment during 1948, the expansion program for our rod and wire 
division was substantially completed, and we now have the most 


the common 


com- operated by our wholly owned subsidiary, Blick Gold Coal Cor- 
have poration, and is currently mining coking coal of the highest quality 


Demand for all the products we can manufacture continues, 
and we are confident that 1949 will be another year of growth and 


hy By order of the Board of Directors. 
ate of E. A. SCHWARTZ, 


President. 


l, 


Our rela- 





Consolidated Balance Sheet — December 31, 1948 
ASSETS 


CURRENT ASSETS 





Cash Cee ee a ee eae ee eee ee eee eh ee ee ee ee eee a ee a a a ee ee a a eh ee ee ae a Pe ec he ee Co ee 
ne re I i a ale a Hine SUK ad awed ea kedw an eke keecesueintera $5.350,756.23 
ee a a 5 Gry tes sk lek Wk ve CAE ns KO ARGS as ba keke kaa ea eeeae et Llens 63.466.59 

Inventories: 
Finished and semi-finished products on hand and consigned, raw mater‘als, and supplies..........cceccceeeeeeeeeeteeee 
ee SOU a oa ook kes bh knee alba e RRaee aden eke Mae e ORaRNSSaeeee tienes 


OTHER ASSETS 
Capital stock of ore company 
(quoted market $3,668,934.75 ) 

U.S. Government Bonds 


PROPERTY, PLANT, AND EQUIPMENT 
Steel Plant: 


ey men, SCn NURI Oa aig Whdlstn ky sdwSw soos 5 a0ea ewes aeensaaee bes $i 
EN ETS SECT eS oO ne Eee 


Coal Properties: 
Land, buildings, and equipment 


URI g a ass 51a )2)4-d Re Aw Rae TOTS aOR his: ae BR BI OR Oe eee ee 


Workmen’s compensation deposit... 


at cost to subsidiary compamies...........cccccccccccccces 
Less allowances for depreciation and depletion..................cccc00 ccccccccccccccsscces 


CSCO GE 6O FE SEHD OSES EFCHCCRE CSR HCHSHREDEBRESO MOCK OC HO OSE 


Competes term aneeerigtiam feonivabie from allicers. ...... 6 kicc csc cccccccccecscccceeseccececescccectecenes 


$2,991,179.93 


85.000.00 
224,166.67 





369.507.60 
2.334.716.00  $6.034.791.60 





$1.770.043.56 . 


1,100,921.24 669.122.32 





EY SS sie irk hie ean ce eidah ese eeke thew eneansddawanesaandseee kus eaeadenseedecn$hedneleeieeeeeasebteaeeLG 


LIABILITIES, CAPITAL STOCK, AND SURPLUS 


CURRENT LIABILITIES 


$ 4,956,361.81 
5,287,289.64 


6.951,290.18 





$17,194,941.63 


3,305,3 16.60 


6,703,913.92 


68.250.27 














PP PU ae 
AAA WANA ERAS 





ie ls Be ae al as ais SRR a RAY oe A A cw ba aaa ENA aoe sade $ 4,560,437.48 
ales al arlin ctu uct althanglia cS ndacalelk Alyce id, Wik Canal Wika Se GN aNd ea ER eaten eee eee 532,488.60 
I i a a Sl ae pe eset hae 95,303.36 
a aa Dire ok Sd dy 9 4 xis Ree Sabet eee eaaawee knw ered eeebdaleaad 15,162.50 
a a a a Se ieee an WS falas Ghia SL RS ERMA Ee OEE EKER LEAR ROSE ERNL Gare Rete ee kee 2,629.9®2.17 

MB Ee er eT eae Ee eee A re ee ee TT. $ 7,833,354.11 

RESERVES 

a a dg i 5 vib ara NE WSO BOS EEE EW RR a near ann ebeneeks ‘ 138,122.85 


CAPITAL STOCK AND SURPLUS 
Capital stock: 
Common stock—par value $1.00 per share: 
Authorized —2.500,000 shares 


Issued —1,327,500 shares. ineluding 54.300 shares in tre: 


een tt OD Dn win a uc uk ud 4 kod 44 <4 bos o46 babe e4eb de eeRe 00s dekeekewes 


Surplus: 


ek ia aca aehiers Sra eee ee Rk ed ek eee $ 1.327,500.00 
25.000.00 
$52 


$ 1.352.500.00 


EEE EE ELLE OL ee eT Oe ee Ee eT Or re ee tT $11.134.580.34 


OE ELE TE eT Se OEE CEE OT Re Le ir eae Ber eer ey err 


Less Common Stock in Treasury 


8.492.579.16 
$19.845.079.46 
SAL LOL.O0 


7.357,999,12 





19,300.975.46 





$27.272,452.42 











Consolidated Income Statement 


NN a ait sinh ea ad ek ee ane ie Pak 8 en PRIN OEE EW. 0 RSS ed ke EE EEE Ca EER Eee ae Ter ee eee eee ee 


EE EE EL Ee Pe ee ey eee Lene are ee rE Tar eee Ty arr 


BE ee ee Oe ee Te ee rT ne re ern rn Ae e ae 
eS Eee Se ee errr TT rT ree eT eT Ere ee rr ere 


Costs and Expenses: 
Provision for depreciation and depletion: 
SERS ES re ee Pe ee rene a ee ee ee ee ee eee ee eer 
Cg Re ee I re ee ee re ee ee ern mere eer ee 
Selling 
Other income, including dividends of $262,161.25 


$1,175.343.64 


92.839.38 1.268,183.02 





161.1 ‘ i.40 
823.650.69 


$53,904,663.64 


$52.239.196.81 








oo 


6,065,466.83 
446.083.83 





EES ERE en een rr rrr re 


<4: 


7,111,550.66 
2,600,000.00 





$.511.550.66 














The above financial statements are taken from the annual report of Portsmouth Steel Corporation, dated 
February 7, 1949, which includes the certificate of Messrs. Ernst & Ernst, Certified Public Accountants. A copy 


of the report will be sent upon request. 
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| bank and Insurance , [OCKS | 

— - — By H. E. JOHNSON — —-- =| 
This Week—Insurance Stocks 

Although many of the prominent fire insurance companies have 

not as yet issued their statements of operations for the vear ‘ust 

ended and while most annual reports will not be distributed -or 

some time, the indications from those available are that 1948 was a 


very favorable year for the industry, This was true of both under- 
writing Operations and investment results. 

A review of some of the more important factors affecting the 
industry generally last year are significant for the trends indicated 
and the influence they may have cn operations during the coming 
yeal 

The premium volume of fire companies is estimated to have 
increased between 10% and 15% last year. This is a much smaller 


gain than in the past two years when premium velume rose from 
25°) (0 30%, While the gains will varv from company to company, 
ihe smal'er overall Increase Would secm to indicate that the pressure 


On capita! funds hes been lessened. 

As for 1949, a further moderate expansion of premium volume 
is expected, although the rate c: growth may continue to decline. 
Two factors May be important in this connection. First, insurance 
coverage shoulq continue to increase to more fully reflect the higner 
values of the past few years and second, the full effect of 
higher sates recently granted by a number of states has not been 
reflected in: operating figures. 

Inasiruch as 50% ot the business of most fire insurance com- 
anies is represented by fire insurance proper, losses from this source 
are © of the most important determinants of underwriting results. 
Even though fire losses last year reached the highest level in history, 
here aZain the year-to-year increase was not as great as that for 
prior eeriods. In both 194-5 and 1947 fire losses increased at the rate 
of 22.3%. Last year the rate cf increase declined to 2.7%. 


property 


> 
! 


) 
During the past several months there have been an increasing 
number of signs that the peak of the postwar inflation has past. It 
such proves to be the case, it is believed that fire losses in the coming 
year shou'd stabilize or show a slight decline. In January of this 
the estimate of the National Board of Fire Underwriters was 
in a year ago by 8.1%. Such developments are distinctively 
underwriting operations of fire insurance companies 


year 
iowe~ tl 
beneficial to 
If there ts some cecline in prices the cost of settling loss claims 
should be lower with corresponding gains to underwriting. 

Thus, underwriting opcrations last year reflected these various 
facto: As premium volume did not show a large increase, additions 
to unearned premium reserves was not so great as in prior years and 
premiums earned gain by approximately 20%, reflecting the large 
volute increases of 1946 and 1947. Then as losses showing a smaller 
increase than previously and expenses were only slightly higher, 
under viting operations were profitable. On an industry basis it 
several years. 
has estimated that underwriting profit 
Such a margin ol 


was the first time in 

Alfred M. Best Co., Inc., 
on fire insurance for 1848 will amount to 10%. 
profit would be the highest in over ten years. 

The trends thus indicate’ would mean that 1849 should also 
be a favorable period of underwriting operations. With a small in- 
crense of 5% to 10% in premium volume and providing losses stabil- 
ize or decline, a further gain in statutory underwriting profit is pos- 
sible even after allowing for some increase in operating expense. 
‘Taxes, however, should be a more important factor and will undoubt- 
edly limit the gain. Taking these various factors into consideration, 
the {nal underwriting results for 1949 should be at least equal to the 
favorable showing of this year. 


a 4 


In regard to 
past several years has materially increased the funds available 


investment income, the rising volume of premiums 


of ti 
for ii Then with a trend towards higher interest rates and 
increased dividend payments, been rising 
Last year the gain is estimated to have been around 5%. While the 
outiosk for next year will depend to a considerable extent upon 


vestment. 


investment income has 


business conditions, inasmuch as most companies have large 
it 


L 


genera! 
holdings of common stocks from which they receive dividends, 
should not change the investment income to any great extent. Most 
common stock holdings are better quality equities and dividend pay- 
ments generally have been conservative and should be continued. 
For this reason it is expected that investment income during 1949 


will be maintained near the current level and may possibly show 
some all gain, 

Against this background the present dividend payments of fire 
insul e companies are conservative. A number of companies in- 
creased their payments during the past year. In view of the current 
outlook, it is believed that at no time in recent years have fire insur- 
ance companies been in such a favorable position with respect to 
dividend payments. As a result there should be a number of com- 
t il! increase their distributions during 1949. 





panies trat w 
Gerhard Noil With 
Kebbon, MeGormick Ga. 


(Special to THE FINANCIAL CHRONICLE) 

CHICAGO, ILL.—Gerhard B. 
| Noll has become associated with 
| Kebbon, McCormick & Co., 231 
South Ia Selle Street, members 
| of the INew York and Chicago 
| Stock Exchanges. Mr. Noll was 
Chicago manager for 
| Graha:::, Parsons & Co. Prior 
theret. he was with Eastman 
Dillon & Ca om Stone & Web- 
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Laird, Bissell & Meeds 


Members New York Stock Exchange 
120 BROADWAY, NEW YORK 5, N. Y. 
Telephone: BArclay 7-3500 
Bell Teietype—-NY 1-1248-49 


(L. A. Gibbs, Manager Trading Dept.) 
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National Trends 


By FRANK E. HOLMAN* 


President, American Bar Association 


Member, Holman and Sprague, Attorneys, Seattle, Wash. 


Asserting forefathers intended to establish a republic and not a democracy ruled by temporary political 
majority, leading attorney holds assumption of power by Executive Braach has encroached on Congres- 


sional power. 


Attacks spurious concepts of equality and decries meaningless catch phrases and slo- 


gans regarding purposes of government. Calls attention to absence of laws to protect and premote indi- 
vidual initiative as deprivation of most fundamental human freedom. 


and attacks proposed Federal education aid as threat to independent public school system. 


Scores bureaucratic paternalism 


Holds, 


business has lost traditional independence and businessmen are becoming “wards of government.” 
In these days of confused thinking when minority pressure groups are trying to change 
the form and structure of our government, it may be worthwhile to consider some of the 


trends that have been operating during recent years in our national life. 
undertakes to: 


speak on 
trends in na- 
tional affairs 
is likely to 
find himself 
in the position 
of attempting 
to propnesy. 
Although 
born in Utah, 
I warn you at 
the outset 
that I am 
neither .-a 
prophet nor 
the son of a 
Prophet 
Neither do i 
wish to be consicered as assuming 
the role of an expert. 

In the national picture it seems 
to me that certain trends in law 
and government, in education and 
in business, are more or less self- 
evident. and that all these trends 
may be characterized as material- 
istic in the sense that they stem 
from policies of expediency and 
have for their object private ma- 
terial gain and comfort rather 
than the preservation of political 
moral, or educations! standards 
Americans have the higtest state 
of material living in the world. 
the highest wages, the best work- 
ing conditions, and the most lei- 
sure, but their personal and politi- 
cal thinking is chiefly concerned 
with the material things of life 
They have lost interest in the 
philcsophy of sound government 
Ne have the best food, the best 
houses, the best automobiles, and 
the best soap, but we are not 
much concerned with the philoso- 
phy of religion or the philosophy 
of government. 

It has always been recognized 
in the field of business that mate- 
rial things are necessarily the 
subject of trade and commerce 
and vet businessmen in certain 
great periods of American history 
have risen above material think- 
ing and material gains in order to 
meet unselfishly and courageously 
a crisis involving crucial issues in 
government. At the time of the 
American Revolution, Colonia! 
businessmen still had a profit in 
tea and other commodities which 
were being taxed by the British 
Crown and Parliament, but they 
believed that the issue and the 
philosophy of government in- 
volved in taxation without repre- 
sentation was of paramount im- 
portance and were willing t 
forego their immediate profits 
and even incur cavital sacrifices 
in order to settle for themselves 
and their posterity that particular 
issue of government. 





Frank E. Holman 


What We Were 


In order to determine a trend 
it is necessary to have a starting 
point and to scttle first of al! 
where we were when the trend 
started. In the field of law and 
government this is not a verv 
difficult matter. Up to a few 
years ago we had in this country 
what was known as a representa- 
tive and constitutional common- 
wealth—a republic. Contrary to 
much of the present-day talk, it 
“An address by Mr. Holman be- |! 
fore the 30th Mid-Winter Trust 
Conference of the American 
Bankers Association, New York 
Citv, Feb. 9, 1949. 


* 


was not a democracy but a re- 
public, a government of law 
law stabilized by constitutional 
guaranties and prececents under 
such checks and balances that the 
lite, liberty and property of th« 
citizen were protected against the 
transitory teelings and economi: 
views of a particular majority or 
of tavored groups. But the 
tendency has grown in recent 
years to substitute the worc 
‘democracy” for that of “repub- 
lic” and thereby negative the fac 
that our forefathers established 
and intended to establish a re- 
public and not a qemocracy. in 
a democracy a temporary political 
majority Or combination of groups 
by their vote and the sheer force 
of numbers may impcse upon one 
class of the community regula- 
tions and rules of conduct and 
even taxation different from that 
imposed upon another class of the 
community. The fundamenta: 
idea of a republican form of gov- 
ernment is that by constitutional! 
guaranties and by the certainty 
and uniformity of law applicable 
to all persons and classes, no spe- 
cial privileges or immunities shall 
accrue to any citizen or class oi 
citize’>s whether it be labor, o 
agriculture, or business: and no 
burdensome regulations like taxes 
and othcr impositions shall be im- 
posed upon one class of citizens 
as, for example, business and not 
upon another class as, for ex- 
ample, labor unions. We may say 
very cefinitely that one trend i 
law and government in this coun- 
try during the last few years has 
becn to abandon the republica 
form of government and substi- 
tute a welfare type ol 
ment, In this connectio 
specific trends or tendencies may 
be noted. 

The founders of the republic de- 
clared “that all men are created 
equal,” but by this principle they 
did not mean that all persons 
even in the country as it then 
existed, and certainly not in a 
country of 140,000,000 or more 
people, were or could be assured 
equal mental and physical power 
and hence an equal social or eco- 
nomic position. The purpose 0} 
the announcement “that all men 
are created equal’ was not to 
create a fictitious equality, social 
or economic, but to permit ans 
inequalities to rest solely on the 
basis of actual differences in per- 
sonality and ability. Now we 
have before us the phenomenon 
by which through government fiat 
and legislative policy it is sought 
to lcve] out all inequalities so that 
the thrifty and the improvident, 
the industrious and the shiftless 
shall be made equal by govern- 
ment fiat. We have trended s¢ 
far in this direction, as pointec 
out some time ago by Mr. Donald 
R. Richberg himself an acknowl- 
edged liberal—that we have al- 
most a cult claiming not mere 
equality of opportunity but 
“superior rights’ where time- 
worn ideas of self-reliance, self- 
support and_ self-discipline are 
not encouraged because pressure 
groups expect to be taken care of 
by the government upon an equa! 
basis with the citizens who strive 
and work. 

A good example of the claim of 
superior rights rather than equal- 
itv is found in the recent agitatio 


Povern- 


certali 


Anyone who 
by pressure groups in connection 
with restrictive covenants on real 
estate, Any racial or other group 
has always had an equal right to 
the residential privacy established 
by such covenants—a man’s loca- 
tion of residence has always been 
like his home, and his home has 
been “his castle.’ He has had the 
right to keep those out of his 
immediate area of residence 
whom de did not want in. Now 
the Supreme Court has been per- 
suaded to announce that any 
group who wishes shall have the 
right to invade the private area of 
any other group this is, of 
course, not equality, but a claim 
to a superior right to invade the 
privacy of others. 

Again, in our original concept 
of government there were incor- 
porated certain principles of free- 
dom. We were not only guaran- 
teed freedom of{ speech (both of 
the individual and of the press) 
and freedom of religion, but most 
important of all, freedom of indi- 
vidual initiative. As Mr. Justice 
Brandeis put it. “Freedom to be 
let alone.” But this individual 
freedom has now been lost in a 
maze of bureaucratic controls 
Bureaucracy has superseded out 
constitutional processes. Instead ot 
developing the law by the legis- 
lative and judicial process, the 
law is largely originated, made 
interpreted, administered, and en- 
forced bv executive boards. and 
the legislative and judicial 
branches of government are 


largely by-passed, 


Assumption of Pewer by 
Executive 

Assumption of power by the 
executive branch has develoned to 
a point where the President and 
his appointees in the Department 
of State for all practical purposes 
exercise the power and the deci- 
sion as to peace or war, whicl 
power the Constitution vested 
exclusively in the Congress. 

Another definite trend concerns 
itself with the attitude of many 
Congressmen and Senators, anc 
the attitude of the public with 
respect to their position and duty 
Cengressmen and Senators tend 
more and more to act and vote 
not in accord with their own best 
judgment as the public servants 
of all, but in accord with the most 
recent Gallup or other public poll, 
or in accord with what they find 
in their mail-bag in the way of 
letters and telegrams from pres- 
sure groups. Congressmen and 
Senators openly seek public ap- 
proval and election and reelection 
upon the basis ef having voted in 
behalf of pressure groups—social, 
racial or economic. In every gen- 
eration there have been occa- 
sional instances of Congressmen 
and Senators voting and acting 
contrary to their own best judg- 
ment as to what was good for the 
whole country and instead for 
some purely political motive, but 
the change that has occurred is 
that this attitude has now become 
resnvectable and acceptable to the 
public. This trend has had a very 
large infiuence in stimulating the 
interest of city bosses in our na- 
tional government, and in in- 
fluencing such bosses to transfe 
their activities to the larger field 

(Continued on page 37) 
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Magill Attacks Federal 
Tax Rulings 


Former Under Secretary of ihe 
Treasury says burden of rcquire- 
ment that 70% of earnings must 
be distributed in dividends, te- 
gether with rigid and niggardly 
policy in allowances for depre- 
ciation, hurts small rather than 

large concerns. 

Reswell Magill, former Under 
Secretary of ‘Treasury, in an hie 
iress before the New York City 
Control of the Convroliers ins..- 


tute. of America on Feb. 1f, 
yointed out that rigid rulings witn 
regard to Federal tax laws wa 
‘ausing small as well lorge 
buctiress fir 


to delay im- 
provement 
and expansio. 


Magill scored 
particularly 
the rule-of- 
thumb re- 
quirement 
thay a corpo- 
ration distrib- 
ite at least 
70% of its 
earnings in 
dividends or 
be subjected 
Roswell Magill to a super tax, 
stating that 

this affects adversely snail busi- 
nesses more than it does larger 
ones He also eriticizved tre 
‘rigid and niggardly rulings” of 
the Treasury authorities regard- 
ing deductions for depreciation 
set up by business concerns, and 
too frequently questioned and re- 
juced with no allowance pe:titic- 
ted for present day heavy replace- 





ment costs. 

The Treasury.” Mr. Magill 
-tated, “would not be likely to lose 
serious'y in the long run if busi- 
nessmen were free to choose de- 
preciation rates on all assets hav- 


mg a life of more tnan, say, -l1ve 
vears. Legislation to secure that 
result has been recommended, but 


Congress is slow to adopt it.” 

“Satisfactory results,” continued 
Vir. Magill, “can be ob.ained wita- 
out new legislation if the Com- 

nissioner of Internal Revenue will 
simply order his agents to give 
rea! effect to the wording of the 
present law—'‘a reasonable allow- 
ance tor the exhaustion, wear and 
tear (including a reasonable al- 
fowance for obsolescence). That 
wording surely permits the rev- 
enue agent to allow the com- 
pany’s depreciation rates to stand, 
unless they are away out of line, 
and certainly at least a 50% mar- 
gin over generally approved rates 
should be regarded as reasonable.” 

Speaking of the 70% rule, known 
as Section 102, Mr. Magill, who is 
now professor of law at Columbia 
University and a partner in the 
New York law firm of Cravath, 
Swaine and Moore, said: 

“The large publicly-owned cor- 
poration has little to fear from 
Section 102, which applies to this 
problem. Such a company can al- 
wavs show pressing needs for de- 
velopment and expansion. The 
penalty is more apt to be asserted 
against small enterprises trying to 
grow—enterprises whose stock is 
closely held because they are rela- 
tively unknown and _ public fi- 
nancing is costly and impossible. 
Smal] business is generally forced 
to produce and accumulate its own 
capital. 

“Granted that there must be a 
penalty for improper accumula- 
tion. the Commissioner’ should 
have to prove his case in regard 
to this section as he must if he 
asserts other penalties. Business 
should not be left so vulnerable 


progress. Mr. 


(267 
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to the assertion +f a penalty by a between corporate executives and, speculative a question, and the Wi 7 
revenue agent who really knows their lawyers to iry t> cciermine usual practice is to cut the cor- ith Goffe & Carkener 


very '.vtlie about business at all, whether the cornor::te needs w 


out whose assert'on now enjOys a probably be regarded as ‘adequate’ and improvement, in order to per- 


ill porate program for modernization (Special to THE Frinanctst 


presumptio? vf correctness. by a revenue agent examining the mit the distribution of more div- Ir.. are with Goffe & 
ean 4 - } ) rOTTC & 


“One result of this tax provision’ books two or three years late 
is that annual conferences are held It is impossible to determine 


r./idends than the officers and di- [Inec.. Board of Trade 
so rectors honestly think is wise.” Kansas City. 
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OMAHA, NEB.—Aj;thur C. Gib- 
son and Harry C. Christiansen. 
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Americans take 


N THIS COUNTRY at the end of 1948 sev enty-eight 
| million people owned life insurance. 

Their policies provided two hundred and one bil- 
lions of dollars of life insurance protection. 

Through these figures seventy-eight million peo- 
ple say in effect: 

“We believe in America. We believe 

in its kind of government. We believe in its 
future. We believe in the opportunities tt offers. 


care of their own 


We accept our responsibilities; we will take 
care of our own.”’ 

This ts why people buy life insurance. 

It should be reassuring to know that at no time 
have so many people owned so much life insurance. 

It is gratifying to report that of the seventy-eight 
million policyholders, eight and one-half million 
own John Hancock policies. Never before has this 
company served so many people with so much life 


insurance protection. 








Premiums due and deferred and 





I Ta cea sh lenevceds 45,448,860.11 
Cash in banks and offices.......... 34,946,062.76 
p | ee Aen re ae ee $2,464,642,100.60 


= a 
BALANCE SHEET | December 31, 1948 
—— 
ASSETS LIABILITIES 
Bonds and motes ...... 66.60.0005 $1,938,039,878.55 Reserve, which with future premiums, 
U. S. Government vee $645,117,046.41 is established by law to mature all 
Dominion of Canada .. 28,045,907.45 policy benefits ............050. $1,955,002,516.00 
States and other civil , nar 
ii 99,452,896.51 Policy proceeds and dividends left on - —_ " 
Public utilities. ....... 789,166,497.66 deposit MCU Ace eee ae CO a 153,445, 16.37 
i oe a se tecceeees es Dividends payable to Policyholders in 
PARORVS EER ayreeynee PEE EO rere eer ree 34,168,484.00 
ee ee ene ee 88,378,966.00 Policy benefits in process of payment  20,304,873.76 
Guaranteed or preferred 73,862,597.00 2 eee eee oe 7 279 753 92 
a 14°516 369.00 Premiums paid in advance ........ 37,872,753.93 
Reserve for ultimate changes in policy 
Mortgage loans on real estate ...... 231,635,933.50 valuation standards — Insurance. . 45,000,000.00 
, : Reserve for ultimate changes in policy 
Real estate (home office, housing valuation standards ig sen 
and other properties) Toi es ee ee 39,646, l 64. 1 4 Annuities AE ee en ee 5 | 0,000.00 
Loans and liens on Company’s Accrued expenses and sundry items. 19,068,416.57 
MON... S45, ve NEU exe teres 67,170,286.77 Accrued taxes payable in 1949 ..... 4,837,000.00 
aos nee Special surplus funds: 
Interest and rents due and accrued . 19,375,948.77 ' Copuiaaainn reserve for Group 





NIN ic keh o604e 00464454 8 3,718,000.00 
Contingency reserve for fluctuation 
in security values............. 14,440,000.00 
Unassigned funds (surplus) ........ 73,074,279.97 
ee oa ale eae oa a $2,464,642,100.60 





All securities are valued in conformity with the laws of the several States, and as 
prescribed by the National Association of Insurance Commissioners 
Securities carried at $493,716.00 in the above statement are deposited 





Total surplus to Policyholders including special 
surplus funds . . . $191,232,279.97 





ee ee ee 
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NEWS ABOUT BANKS 
| AND BANKERS 














Effective with the merger of 
The Bowery and the North River 
Savings Banks of New York, on 
Feb. 15 (noted in our Feb. 17 is- 
sue, page 770), the board of trus- 
tees of The Bowery Savings Bank 
announces the appointment of 
John W. Larsen and Frank H. 
Chapin, Assistant Vice-Presidents; 
Harry A. Myers, Assistant Treas- 
urer; George K. Bandel, Fred K. 
Cordes and James J. Donahoe, 
Deputy Controllers; Edwin W. 
Goat, Assistant Secretary; H. 
Wendell Phillips, Deputy Auditor; 
Harold W. Holm, Deputy Mort- 
gage Ofiicer; Rudolph J. Prahst, 
Walter R. Dafter, Harry W. Simp- 
son and Herbert Schefmeyer, 
Principal Executive Assistants. 


C. W. Floyd Coffin, wartime 
Mayor of Englewood, N. J., has 
been elected a director of The 
Franklin Society for Home Build- 
ing and Savings, 217 Broadway, 
New York, according to an- 
nouncement made Feb. 17 by Wil- 
liam J. Dwyer, President of the 
savings institution. Mr. Coffin is 
Vice-President and director of the 
Palisades Trust Company and 
serves The Railway Supply Com- 
pany of New York in the same 
capacities. He officiates also as 
director on the board of various 
well-known companies and is a 
member of the Advisory Board of 
the Chase National Bank of New 
York. 

The Broadway Savings Bank of 
New York received permission on 
Feb. 11 from the State Banking 
Department to change the location 
of its principal place of business 
from 5-7 Park Place, New York, 
to 250-254 West 23d Street, effec- 
tive March 1. Permission was 
also granted at the same time to 
change the location of the branch 
office now in West 23d Street to 
5-7 Park Place. 

aR * * 

DeCoursey Fales, President of 
The Bank for Savings in the City 
of New York, announces that 
Henry Sears was elected a trustee 
of the bank at the February meet- 
ing of the board. Mr. Sears is an 
officer and director of Webb & 
Knapp, Inc. 

ok * * 

Richard L. Maloney, Jr., Presi- 
dent of The New York Savings 
Bank, at 8th Avenue and 14th St., 
New York, has announced that 
Victor D. Ziminsky, President of 
the Union News Company and 
Edgar P. Dunlaevy, Vice-Presi- 
dent of the Phelps-Dodge Copper 
Products Corp. have been elected 
trustees of the bank. 


The iniend of Gesiows of the 
Seuth Brooklyn Savings Bank of 


Brooklyn, N. Y., have elected 
Rodney C. Ward President of the 
bank and David Irving Mead 


(Chairman of the board). Mr. 
Mead had been President since 
1922, said the Brooklyn “Eagle” 
of Feb. 16. Mr. Ward has been a 
trustee since 1936. 
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Approval given Feb. 7 by the 
New York State Banking Com- 
pany to a certificate for an in- 
crease in the capital of the Garden 
City Bank & Trust Company of 
Garden City, Long Island, N. Y., 
‘rom $450,000 to $600,000. The 
stock is in shares of $25 each. 


Ogden H. Hammond will retire 
n March 1 as a Vice-President otf 
Che First National Bank of Jer- 
sey City, N. J. He will continue 


is a director of the bank and his 


nembership on various commii- 
tees. Mr. Hammond, a forme) 
U. S. Ambassador to Spain, was 
President of The First National 


Bank of Hoboken until that insti- | 


tution was merged with The First 
National Bank of Jersey City in 
1934. 


The director of the Fidelity 
Union Trust Company of Newark, 
N. J., on Feb. 14 named Elmer W. 
Boan as a Vice-President. Mr. 
Boan is in charge of the Essex 
County Trust Branch of the insti- 
tution, it is learned from _ the 
Newark “Evening News” of Feb. 
15, in which it was also stated 
that Horace K. Corbin, President, 
made the announcement after the 
meeting, along with announce- 
ment of the promotions of Rus- 
sell N. Fairhurst, Frank R. Gaetje 
ind Lawrence T. Johnson to Sec- 
nd Vice-Presidents. 


Stockholders of the Fidelity and 
Deposit Company of Maryland, at 
their annual meeting held on Feb. 
16, re-elected all of the company’s 
directors and approved the board’s 
proposal to split the company’s 
stock on a two-for-one basis by 
reducing the par value of the 
yresent capital stock from $20 to 
$10 a share. They also approved 

25% capital stock dividend, 
payable March 31, to stockholders 


of record at the close of business | 
/new shares issued, is to be deter- 


March 3. Asa result of the adop- 
iion of these proposals the out- 
standing capital has been in- 
creased from $2,400,000 to $3,000,- 
000. Its authorized capital con- 
tinues to be $6,000,000. President 
frank A. Bach explained that the 
primary purpose of the stock 


split-up was to bring about a 


wider distribution of the com- 
pany’s shares by making them 
available to smaller’ investors. 
The directors, meeting on Feb. 16, 
re-elected ail of the company’s 
officers, elected Donald L. Buck- 
ler and Henry R. C. Hickey Vice- 
Presidents and named Chauncey 
R. Beckwith and John J. Kava- 
nagh, Assistant Secretaries. 


* 


Hal Y. Lemon, General Vice- 
President of the National Bank 
of Detroit, at Detroit, Mich., re- 
tired recently in accordance with 
the retirement plan etsablished in 
1933. Mr. Lemon was Director 


of the Out-of-Town Division. and! 


the Detroit “Free Press” reported 
that John N. McLucas, Vice-Pres- 
ident, would assume charge of the 


division. The same paper noted | 


that Mr. Lemon was brought to 


the bank when it was organized ' 


in 1933 by Walter S. McLucas, 
now Chairman, with whom he had 
been associated in Kansas City 
banks for many years. Mr. 
Lemon, it was further pointed out, 
won a national and international 
reputation in his specific task of 
establishing national and world- 
wide banking connections and 
services to facilitate and expedite 
the flow of Detroit business and 
industry in every part of the na- 
tion and in every country to 
which Detroit products are ex- 
ported. 


Harold F. Van Beckum, Cashier 


| the directors on May 10. 
ever, it is contemplated that divi- 


of the Park Savings Bank of Mil- 
waukee, Wis., has been elected 
Vice-President and Cashier, it is 
announced by President Paul H. 
Wendt. As Vice-President, Mr. 
Van Beckum succeeds the late 
“mil Priebe. Val F. Zillig was 
‘hosen to succeed Mr. Priebe on 
the board. Mr. Van Beckum has 
een associated with the bank for 
Q years, said the Milwaukee 
‘*Tournal”’ of Feb: Il. 


Tom W. Leggett, until recently 
Bank Commissioner of the State 
1 Arkansas, was elected a Vice- 
resident of United Bank and 
rrust Co. of St. Louis on Feb. 8, 
it is learned from the St. Louis 
‘Globe Democrat.” 

\ charter was issued on Jan. 31 
by the Comptroller of the Cur- 
rency for the Gulf National Bank 
at Lake Charles, La. Capital, 
$150,000, of which $100,000 con- 
sists of common stock and $50,000 
ocal preferred. The bank repre- 
sents a conversion of the Lake 
Charles Bank & Trust Co. T. H. 
Watkins is President and D. B 
Harmon, Cashier. 


Effective Feb. 4, the City-Na- 
tional Bank of Houston, Texas, 


increased its capital from $4,000,- 


100 to $5,000,000 by the sale of 
$1,000,000 of new stock. 


The or National 
Bank, of Pasadena, Calif., in- 
creased its capital on Jan. 18 from 
$150,000 to $300,000 through a 
stock dividend of Sli 30, 000. 

A special sain of the share- 
holders of the Bank of America 
of San Francisco has been called 
or March 7 to vote on a proposal 
nade by the directors on Feb. 8 
O increase the capital stock of 
he bank by payment of a com- 
non stock dividend to the share- 
nolders on the basis of one share 
dditional for each five shares 
owned. Approval by the share- 
holders will result in increasing 
the common capital structure 
rom $106,646,375 to $127,975,650 
through the transfer of $21,329,- 
275 trom undivided profits. Total 
overall capital funds at Dec. 31, 
1948, stood at $284,184,798. The 
rate of dividend to be paid on all 
the shares outstanding, including 


mined at the regular meeting of 
How- 


dends at the current rate of $2.50 
will be paid, in line with the 
bank’s policy in recent years to 
pay out in dividends approxi- 
0% of earnings. 


Eugene Lynn With | 
A. G. Becker & Go. 


A. G. Becker & Co., 54 Pine 
Street, New York City, members 
of the New York Stock Exchange 
and Chicago Stock Exchange, an- 
nounce the association with the 
firm of Eugene Lynn as Manager 
of the firm’s New York institu- 
tional bond department. 

Mr. Lynn has been in the in- 
vestment business for 16 years 
and for the past three years was 
with Bear, Sterns & Co. 


Conahdlt & Go. Formed 


(Special to THe FINaNcIaAL CHRONICLE) 

MIAMI, FLA.—Alex Campbell. 
Jr.. has formed Campbell & Co. 
with offices in the Congress 
Building to engage in a securities 
business. Mr. Campbell was for- 
merly with Atwill & Co. 











Edwin Doherty Ooms 


Edwin Doherty is engaging in a 
securities business from offices at 
40 Wall Street, New York City. 


Blair & Co. Adds 
(Special to THe Financial CHRONICLE) 
SAN FRANCISCO, CALIF.— 

Richard A. Gianti has joined the 
staff of Blair & Co., Inc., of New 
York, Russ Building. 





NSTA 


Notes 


(Continued from page 12) 


to satisfy even the most demanding. Upon return to shore 


the party 


adjourned to the Cloud Club in the El Cortez Hotel until train de- 


parture at 7:15 pm. A typical 


“traders” train ride back to Los 


Angeles ensued featuring steak dinners and lounge car activities with 


arrival exactly on schedule at 10 p.m., 


with everyone accounted for. 


The consensus was that a delightful, educational and entertain- 


ing trip had been provided for representatives of 20 
‘ts of Dempsey-Tegeler & Co. and 
Steel & Shipbuilding Co. with arrangements and 
under the direction 


Press through the combined effoi 
the National 
photography 


firms and the 


of Jack Hecht and B Diehl, 


members of the Public Relations Committee. 


BOND CLUB OF SYRACUSE 

At the mid-winter meeting 
Feb. 7 at the Syracuse 
ensuing yea 





E. W. Snyder 


President—-Everett W. 
Vice-President 
Treasurer 
Secretary—Charles F. 
The following were elected 


Emmons, Reynolds & Co.; Roy H. 


& Trust Co.: Robert T. McGurk, 


The following continued in office as Governors: 
rshall W. Day, Geo. D. 


lock, Reid-Bullock Co., and Ma 
bright & Co. 

In recognition for his many 
J. Burr Bell, Financial Editor oi 


of the Syracuse 
Hotel, the tollowing were 


Snyder, 
Alvin G. Hageman, Syracuse Savings Bank. 
Francis Q. Coulter, 
Heaton, 
to serve as Governors: Edward L. 


Bond Club, held 
elected for the 





Alvin G. Hageman 


E. W. Snyder & Co. 


Syracuse Trust Co. 
W. N. Pope, Inc. 


Stokes, Merchants National Bank 
Stone & Webster Securities Corp. 
Edward J. Bul- 
B. Bon- 


contributions to local financial news, 
the Syracuse 


“Post-Standard,” was 


elected to an honorary lite membership in the club. 


MEMPHIS SECURITY DEALERS 
R. Fred Trexler, J. C. Bradfor 


CLUB 


d & Co., President of the Memphis 


Security Dealers Club, has announced the following committees: 


Quotation: B. F. Ward, B. F. 

Schas, Bullington-Schas & Co., 

National Bank & Trust Co. 
Entertainment: 


Ward & Co., 
ana J.C, 


Chairman; Francis D. 


Lancaster. Union Planters 


Roger Wooten, R. B. Wooten & Co., Chairman; 


Gordon Meeks, Gordon Meeks & Co. . 
Membership: Howard Ross, Leftwich & Ross, Chairman; Early F. 


Mitchell, First National Bank. 


National Committeeman: Early F. Mitchell; Sam E, Rison, Stand- 


ard Securities Company. 

Publicity: 
R. S. Harris, M. A. Saunders 
curities Co., Inc.; W. L. Bankston, 


Insurance: Robert Jordan, Mid-South Securities Co., 
Union 


Sam Rison; E. F. Thompson, 

Trust Co 
Wives’ 

Chairman; 


Party: 


James C. Lancaster, 


William G. Leftwich, 
; &e Co., Ine. 
Jr., Car] M. Loeb, Rhoades & Co. 


M. A. Saunders, M. 
Union Planters National Bank & 


Leftwich & Ross, Chairman; 
H. Price Curd, Federal Se- 


Chairman; 


Planters National Bank & 


A. Saunders & Co., Ine., 


Trust Co.; Aylett B. Limerick, Goodbody & Co.; John C. B. Burch, 


Merrill Lynch, Pierce, Fenner & 


Christmas Party: A. L. Whitman, Bullington-Schas & Co., 
Memphis Securities Co.; 
& Beane; and Max Cobb, 


man; J. Nick Thomas, Jr., 
Merrill Lynch, Pierce, Fenner 
Planters National Bank & Trust 


The club will hold a party in May and an invitation 
extended to Edward H. Welch, Sincere & Co., 


the NSTA. 


Beane. 

Chair- 
Jack L. Hudgins, 
Union 
Co. 

has been 
Chicago, President of 


Marshall and Acheson to Attend Qverseas 


Press 


Dinner 


Lodge, Wedemeyer, and Biffle also among speakers at March 4 function 


General George C. Marshall, 


former Secretary of State. has ac- 


cepted the invitation to be honor guest at the tenth annual dinner 
of the Overseas Press Club of America on Friday, March 4, according 


to an announcement made today by W. W. Chaplin, the club’ S Presi- 
dent. Other speakers and guests@————————— 


of honor will be Dean Acheson, 
Secretary of State; Leslie Biffle, 
Secretary of the Senate; Wilhelm 
Munthe de Morgenstierne, Nor- 
way’s Ambassador to the U. S.; 


Lt.-Gen. Albert C. Wedemeyer. 
Deputy Chief of Staff; Henry 
Cabot Lodge, Jr., Senator from 


Massachusetts, and Major-Gen. 
Frederick Osborne, Deputy U. S. 
Representative on the United 
Nations Atomic Energy Commis- 
sion. 

Other attending guests of honor 
will include Messrs. Robert P. 
Patterson, Warren R. Austin, Paul 
G. Hoffman, John Foster Dulles. 
Gen. Marshall S. Carter and Ital- 
ian Ambassador Tarchiani, 


General Marshall will fly up to 
New York from his estate in Vir- 
ginia in his private plane with 
Mrs. Marshall on the day that the 
dinner will be given in his honor 
at the Waldorf-Astoria, 

The Club’s awards for 1948 will 
be announced at the dinner. 

The Overseas Press Club of 
America is composed of American 
correspondents who have served 
the press and radio in foreign 
countries. Headquarters of the 
club are located at 1475 Broad- 
way, New York City. A few 
tables are still available, Hester 
Hensel, Executive Secretary, has 

| disclosed, 
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Krug Deplores 
“Fear Psychology” 


Interior Secretary tells Congres- 
sional Committee people are con- 
fused and concerned about recent 
developments and it is essential 
to forestall this fear psychology 
to maintain industrial activity, 
thereby relieving basic shortages 
and preventing economic setback. 


Secretary of the Interior 


Committee of Congress on the Eco- 
nomic Report on Feb. 11, and in 
outlining the power and raw mate- 
rials situationinthe country,denied 
that the President’s economic pro- 
posals will lead to a “managed” or 
“socialized” 
economy and 
deplored the 
current tear 


which, if 
persists, “can 
forestall the 


needed to re- 

lieve basic 

shortages.” 
“The Presi- 





said, “are de- 
signed to 
assure maxi- 
mum employment, maximum pro- 
duction and maximum purchasing 
power, in accordance 
national policy established by the 
Full Employment Act of 1946. [ 
am confident that we can achieve 
these objectives if we apply our- 
selves with the same _ kind of 
determination that we exhibited, 
for example, during the war, The 
Stakes are equally 
achieve these objectives requires, 
most importantly, an increase in 
supply and capacity in those 


J. A. Krug 


as A. | 
Krug appeared before the Joint) 


output. An outstanding example 
is the shortages of electric power. 


| Continuing neglect of these short- 





psychology, | 


Seetivity| 


dent’s pro-| 
posals,”” Sec- 
retary Krug 


with the | 


ages will impose absolute physi- 
cal limitations upon our economy, 
with all of the economic malad- 
justments that such limitations 
imply. Evidence of such malad- 
justments is already apparent in 
the increasing prices of metals 
and minerals. 

“In order to insure increasing 
national output and economic ex- 
pansion we must determine what 
our needs and potentials are in 
terms of natural resources and 
gear our natural resources pro- 
grams to these needs and poten- 
tials. It would be of no avail, for 
example, to increase steel plant 
capacity if at the same time we 
could not assure the raw materials 





terials needed to support future 


additional increases in steel out- 
put. 

“It must be realized, however, 
that the government’s responsi- 
bility for natural resources is 
limited; that it shares its respon- 


sibility with state governments 
and with private enterprise. 
Closely cooperative efforts are 


required to deal adequately with 
resources conservation and de- 
velopment. It must also_ be 
realized that Federal activities 
with respect to natural resources, 
while often very costly, return 
large dividends to the nation as a 
whole. Appropriation policies do 
| not always recognize this fact and 
thereby limit necessary i*ederal 
activity. These limitations can 
impede our economic growth as 


Augustus Slater With 
Wm. R. Staats Go. 


THE FINANCIAL CHRONICLE) 
LOS ANGELES, CAL.—Augus- 
tus Slater has become associated 


Municipal Bond Club of 
Boston Annual Outing 


| BOSTON, MASS—The Munici- 
pal Bond Club of Boston will 
hold its annual outing at the Con- 


(Special to 





with William R. Staats Co., 640 | vires peng si Pgs Concord, 
. eee: . June 17. 2] reserva- 
South Spring Street, members of| tions’ may be Pos eyoy ‘aeeaan 
the Los Angeles Stock Exchange.|Shapleigh Symonds or Natalie 


with | Berg of F 


in charge :of | , 
cet With Cohu Corp. 

Rex L. Uden and George Rice 
have become associated with The 
Cohu Corporation, 1 Wall Street, 
New York City, in the retail dis- 
| tribution of mutual funds. 


L. Revel Miller Dead 


Mr. Slater was formerly . S. Moseley & Co. 
Gross, Rogers & Co. ‘ 
the investment service 
ment, 


With King Merritt & Co. 


(Special to THe Financia, CHRONICLE) 


ST. LOUIS, MO.—Harry A. Sie- 

















required to support increased ca-| seriously as the holding back of; mers has become connected with | L. Revel Miller. Revel Miller 
pacity. And, similarly, we must | necessary undertakings by pri-;} King Merritt & Co. 408 Olive|}g (Co. Los Angeles, died on 
‘assure the supplies of raw ma-_ vate industry.” Street. e | Feb. 6. 
BALANCE SHEET — DECEMBER 31, 1948 
ASSETS LIABILITIES 
CURRENT ASSETS: CURRENT LIABILITIES: 
eee $ 825,295 
Cash ......... a ee 8 er ee nee er $2,074,016 ear (EOE 95024) eee Nak ohiante hi Hes PES eee 4 611,011 
Marketable securities, at cost ate a Sa tales 
. rovision for income taxes — 
(quoted market price $42,871)...............000055 , 11,417 
: : a” errs (bene betencieees $2,079,293 
United States Treasury notes, tax series, at cost.......... 31,592 spe 320.042 
Receivables, less reserve of $10,000................005., a>) er ye ee he eee he eee Ses : 
Inventories, priced at lower of cost $2,399,335 
TS UE rT rere 3,467,663 a a Se 
a a es $6,840,723 tax series, at cost including interest. . 2,079,293 320,042 
WeUhl Cue THEUIAS, 5 ov koe ow de ocdecnseeuneaneer $1,756,348 


high. To} 


critical areas which are impeding | 


maximum production in an ex- 
panding economy. It also requires 
limited controls where necessary 
to help increase supply and ca- 
pacity and to maintain economic 
balance until the maladjustments 
in our economy are corrected. 

“I will discuss the present eco- 
nomic situation and outlook with 


respect to energy and some of the 
more essential minerals and 
metals. These are areas, as Mr. 


Keyserling has already pointed 
out, where strong. inflationary 
pressures are indicated by con- 
tinuing shortages and sharply ris- 
ing prices. Although prices’ in 
some of these areas have tended 
to soften in recent weeks, the 
shortages still exist and, conse- 
quently, there is a threat of fur- 
ther price increases. These short- 
ages constitute some of the most 
serious limitations on our eco- 
nomic growth. They involve 
primarily natural resources prob- 
lems. 

“Our high level of economic ac- 
tivity since the end of hostilities 
has resulted in a higher rate of 
consumption of natural resources 
than ever before in the history 
of our country. The maintenance 
of high levels of production and 
employment will mean ever- 
increasing demands for raw ma- 
terials. 

“Through the 


stockpiling pre- 


gram, we have taken steps to as- 
sure supplies of raw materials 
needed for national security. We 
have not vet, as a nation, faced 
the need for equally aggressive 
measures to assure the continuing 
supply of raw materials required 
for a dynamic and expanding 
economy. The President proposed 
such measures in his economic 


report when he said in ‘order to 
have vardstick for appraising 
strength and weakness in our 
economy and the adequacy of 
government programs, we need 
concrete objectives for economic 
growth....’ 

“Current shortages of raw ma- 
terials and energy are seriously 
limiting economic expansion and 


deficiencies 


CASH SURRENDER VALUE OF LIFE INSURANCE 





(face amount of policies — $300,000).......... pedeoue - 148,676 
UNEXPIRED INSURANCE PREMIUMS, ETC.............. ‘ 22,688 
PLANT AND EQUIPMENT — at cost: 

Re ee eee pseteens ee VITOR 

Buildings and equipment kn bance $1,207,602 

Machinery and equipment....... 2,953,510 

Office furniture and fixtures...... 171,001 

$4,332,113 

Less — Reserve for depreciation... 2,156,739 2,175,374 

$2,292,376 

Patterns, tools, dies, etc. — at fixed amount 50,000 2,342,376 
PATENTS, TRADE-MARKS, ETC. — at nominal amount...... ! 

$9,354,464 


NOTE: In August 1948 a suit under the Fair Labor Standards Act of 1938 was filed against the Corporation on behalf of certain 

employees for an amount in excess of $100,000, or such other amount as the Court may find to be owing on account of alleged 
in the payment for overtime work performed by such employees since August 1946, plus an equal amount for liqui- 
dated damages. The possible liability, if any, under such 
for has been made in the accounts. 





SUMMAR 


GROSS SALES, less returns, all 
ADMINISTRATIVE EXPENSES 
Profit from operations..... 


OTHER INCOME, LESS MISCE 


Profit before prov 


Federal 
Wisconsin 


Net profit carried to earned 


BRIGGS & STRA 





World’s Largest Builders of 4-Cycle 


Y OF PROFIT 


FOR THE YEAR ENDED DECEMBER 31, 1948 


$24,046,522 


owances and discounts 


COST OF SALES, SELLING, AND GENERAL AND 


18,475,044 


SR ee ee Pre ee ee ee $ 5,571,478 


LLANEOUS CHARGES 


sion for income taxes (after 


deducting provision of $158,389 for depreciation) 


PROVISION FOR INCOME TAXES: 


$2,065,000 
315,000 2,380,000 





ee ee eee $ 3,288,839 


TTON CORPORATION 





Air-Cooled Gasoline Engines and Automotive Locks and Switches 


CAPITAL STOCK AND SURPLUS: 
Capital stock — 
Authorized, 750,000 shares 
without par value 
Issued, 599,992 shares, at stated value...... $ 300,000 
Earned surplus — 


Balance December 31, 1947 $5,713,484 
Add — Net profit for the year 

{per accompanying 

summary) 3,288,839 


$9,002,323 
Deduct — Cash dividends paid 








($2.75 per share) 1,634,317 7,368,006 
Total capital stock and surplus before 
deducting treasury stock... $7,668,006 
Less — Treasury stock, 5,694 shares, at cost * 69,890 7,598,116 
$9,354,464 


suit is not presently determinable; accordingly no provision there- 





AUDITORS’ CERTIFICATE 

We have examined the balance sheet of BRIGGS & STRATTON CORPORA- 
TION (a Delaware corporation) as of December 3!, 1948 and the related 
summary of profit for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and summary of profit 
present fairly the financial position of Briggs & Stratton Corporation as of 
December 31, 1948 and the results of its operations for the year then ended, 
and were prepared in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

ARTHUR ANDERSEN & CO. 
Milwaukee, Wisconsin 
January 26, 1949 


PRESIDENT’ S RE PORT TO STOC KHOL DERS 


The financial condition of the Corporation at Decembcr 31, 1948 and the 
results of its operations for the year ended that date are set forth in the 
accompanying statements. These financial statements have been examined by 
Arthur Andersen & Co., and their certificate is included as a part of this report. 

Net profit for the year 1948 was $3,288,839 or $5.53 per share, as compared 
with 1947 earnings of $2,637,352 or $4.44 per share, based on the 594,298 shares 
outstanding. The increase in net profit of $451,487 reflects an increase in profit 
before income taxes of $1,091,487 and an increase in provision for income taxes 
of $440,000. Cash dividends of $2.75 per share based on the number of sheres 
now outstanding, or a total of $1,634,317, were paid during 1948 The number 
of stockholders has been steadily increasing; as of February 7, 1949 we had 
4,285 st toy snp 

During the year we expended on expansion and new equ pment approximatcly 
$3800, 000: and $555,000 was paid into the employee retirement trust fund, $377,009 
of which was applicable to past service retirement credits 

The production of automotive hardware and engines. was the highest in our 
experience, and we have a substantial back-log of orders in both divisions. 


Respectfully submitted, 
C, L. COUGHLIN 
President 


. Milwaukee 1, Wisconsin U. S. A. 
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Hart Smith & Co. in 
New Enlarged Quarters 


Hart Smith & Co., members of 
the New York Security Dealers 
Association, specialists in Canadian 
securities, announce that on and 
after Feb. 28 their firm will be 
located in new and enlarged quar- 


ters at 15 Broad Street, New 
York City. Telephone (Hanover 


2-0980) will remain unchanged. 





With Morton, Hall, Rounds 
(Special to THE Financia CHRONK 
LEWISTON, ME. Robert G. 

Wade has become asscciated with 

Morton, Hall & Rounds, Inc., 226 

Maine Street. Mr. Wade was for- 

merly with W. E. Hutton & Co. 

and Frederick M. Swan & Co. 


= ee - 
| NATIONAL 
SECURITIES SERIES 


Prospectus upon request from 
your investment dealer, or from 


NATIONAL SECURITIES & 


RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y. 
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Investors Ine. 








Prospectus from your Investment Dealer or 


'HUGH W.LONG& CO. 
. INCORPORATED es 


|4B WALL STREET, NEW YORK §.N.Y. 
iOS ANGELES Sa ers CHICAGO 














Keystone 
ere ae 


Fu mabe 


Certificates of Partic ipation in 
INVESTMENT FUNDS 
investing their capital 
IN 
BONDS 
(Series B1-B2-B5-B4) 
PREFERRED STOCKS 
(Series K1-K2) 
COMMON STOCKS 


(Series S1-S2-S5-S4) 


Prospectus fr mm 


ur local investment dealer or 
your 


The Keystone Company 
of Boston 
50 Congress Street 
Boston 9, Massac husetts 
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By HENRY HUNT 
What About the Market? 

“As far as the stock market is concerned, one factor has struck 
us very forcibly in recent years, namely, the lack of relationship 
that has existed most of the time between the stock market and 
general business activity, earnings and dividends. Over the past 


ten years the market has been moving in the opposite direction to 
business and earnings much more of the time than in the same 
direction. This perversity has been true of individual stocks as 
well as the general market. For example, United Aircraft. an out- 
standing war stock, reached its high of over $50 in 1940 prior to 
our entry into the war and declined continuously during the war 
Homestake Mining, shut down completely during the war and the 


dividend omitted from 1942 to 1946, made its low of $22 in 1942 
'and rose steadily during the war to 9 high of over $60 in 1945, at 


| way in recent years. 


' characteristic of 


which time the,company was still shut down and not paying a divi- 


dend. This list of contrary price movements could be expanded 
almost indefinitely. 
“To many investors (and investment managers, too) this has 


been a strange and confusing behavior. Most of us have been taugnt 
that a close relationship exists between business and earnings and 
the stock market. When business and earnings move up, the market 
is supposed to go up and vice versa; but it just hasn’t worked this 
What's wrong? Is the trouble with our theory 


or with the times? 

“Most broad theories of investing should be suspect. There are 
fashions in this business just as there are in ‘m/lady’s hats, and 
almost as fleeting. The basic investment theory of the ‘20s was 
built around Lawrence Smith’s work ‘Common Stocks as Long- 


Term Investment.’ The stock market crash of 1929 and the ensuing 
depression raised a new theory—the cycle theory of investment— 
buy “em low and sell ‘em. high—trade on the swings in the busi- 
ness cycle. 

“Both of these theories contain a considerable measure of truth. 
The difficulty arises in swallowing them whole as the complete 
answer to the problem of investing money. Possibly, as one writer 
has suggested, the wide public acceptance of any general theory of 
investing is its own downfall. 

“But what about the present situation and, of course, the future? 
What should our new theory be? As we have said, the outstanding 
the equity. market in recent years has been its 
failure to reflect the basic factors of business and 
disconcerting habit of. discounting these inTtiuences 
Anticipation has truly been more profitable than 
from Putnam Fund’s “The _ Trustees 


contrariness—its 

earnings and its 

far in advance. 

realization.’—An 
Review.” 
Investment Income on the Bargain Counter 

“For the first time since World War II started the American 

old-fashioned sales. Retailers can now 


excerpt 


public. is enjoying good, 
get new merchandise of almost every kind, so they can afford to 


Many of these sales offer real bargains to 


inventory sles. 
who have the cash to take advantage of 


buyers 


have 
discriminating 


‘them. 


“A somewhat similar situation exists in equity markets. For 
the fourth time in the last 20 years the yield on a broad index of 
common stocks is over 6%. The latest weekly figure of this index 
is over 6°2,% and compares with a return of approximately 315% 
in May, 1946. This almost 100% increase in common stock yields 
has been caused by two factors: lower stock prices and higher divi- 
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Prospectus may be obtained from 
your local investment dealer, or 


THE PARKER CORPORATION 
ONE COURT STREET, BOSTON 8, MASS. 
































Prominent Personalities 


(Sixth of a Series) 


HUGH W. LONG 
President, Hugh W. Long & Co. 


Ohio-born Hugh W. Long, a modest, serious personality 
who has long since learned how to respond to the almost 
inevitable jest “Oh, Huey Long?” on first meetings—has 
been closely associated with investment companies during 
most of the two and a half decades of nis 
business life. His intimates attribute his 
devotion to the mutual fund idea not so 
much to the attainments of his organiza- 
tion in this field—which are consider- 
able—as to his early experiences in other 
phases of the investment business. As 
member of the bond department of a 
large commercial bank in the early 1920s, 
and as a partner of an important New 
York Stock Exchange firm in the early 
1930s, he had many opportunities to ob- 
serve the weaknesses of public invest- 
ment in individual securities by contrast 
with investment in funds, of which he 
was one of the pioneer salesmen even in 
the 20s. 

Owning and operating the famous 
: old Wilton plantation in Virginia, where 
he raises Hereford cattle, is one of Mr. Long’s chief avoca- 
tions. Others are collecting works of contemporary painters, 
and old violins (which he plays upon “badly and only for his 
own amazement”). His hobby, according to some sources, is 
the raising of a dense beard while on Canadian trout and 
salmon fishing trips. Both the fish and the beard were ne- 
glected during the war years, when he was an officer of a 
major industrial company manufacturing essential war mate- 
riel for the armed forces. 

A deeply rected conviction on his part that New York 
City is the one logical center for investment research and 
management is large!y responsible for the Gotham titles of 
the Long organization s funds and management group: ““Man- 





Hugh W. Long 


hattan Bond Fund, Inc.”: “New York Stocks, Inc.”: ‘“‘Man- 
hattan Research Associates.” 
Of the more the $100 million of assets of investment 


companies for which the Long Company is national under- 
writer, $60 miliion are under the direct management of his 


own competent research organization. The additional $40 
million is represented by Fundamental Investors, Inc., and 


Investors Management Fund, of both of which Mr. Long is 


a director (and which are managed by an affiliate of 
toosevelt & Son). Hugh W. Long’s substantial position in 


the mutual fund business is exceedingly well diversified— 
the doctor taking his own medicine. 











dends. Thus, the investor’s income-buying dollar is currently worth 
almost 100% more than in May, 1946. To put it another way, it 
only costs 51 cents today to buy dividend income that would have 
cost $1.00 in May, 1945. 

“Ot all the indexes and factors we use as aids to the timing 
of purchases and sales of stocks, the index of stock yields has proved 
to be the most reliable. Unusually high yields on a broad index of 
common stocks have in the past occurred when stock prices wer 
in a bargain buying area. It is ovr belief that this factor will prove 
to be as reliable a guide in the future as in the past. 

Judging by current high vields, well-selected and 
equities are on the bargain counter today and are being accumulated 
by many discriminating investers. This likewise applies to fixed 
income discount bonds and _ preferred. stocks.’’—From ‘National 
Notes,” issued by National Securities and Research Corp. 


Steak Relativity 
“Reporting on a study made by the National Industrial Con- 
ference Board as to the ‘relativity’ of inflation, the Chemical Bank & 
Trust Co. comments as follows in its weekly news letter: 
**In terms of dollars and cents, the price of round steak in 1948 
was 370.6% higher than in 1914. Yet in terms of work-hours, or 
work-minutes, the 1948 round steak was 40% cheaper than its 1914 


counterpart. 
““The years from 1914 to 1946 brought a 150% 


diversified 


increase in food 


' prices in general, but the same years brought a sixfold increase in 


| today. 


hourly e:rnings. 

“In 1914, the worker had to spend almost three-fifths of his 
wages on food, even though potatoes were less than 2 cents per 
pound, chuck steak was 16.4 cents per pound and eggs were 32 cents 
per dozen. Despite sensationally higher dollars-and-cents prices, 
the 1948 wage-earner spent only one-third of his wages on food, 
The 1948 wage-earner was able to devote two-thirds of his working 
time to earning money for other than nutritional needs, while the 
1914 worker had to meet all non-food requirements out of two- 
fifths of his income. 

“‘The analysis pointed out that the typical market basket of 
1914. which then required 29 hours of work, would cost 14 hours 
Changed consumption patterns since 1914 require still another 
The average food basket today would have 


statement of the case. 
12 hours of work in 1948.’ ’—From 


cost 28 hours in 1914, against 
Vance, Sanders’ ‘‘Brevits.”’ 


Crop Protection 
“About the same time that doctors were discovering the marvels 
of the sulfa drugs to cure human disease some years ago, plant 
‘doctors’ were doing something almost as remarkable in their war 
against insects. 
“Until about ven years ago, almost all insecticides were of 
mineral origin, derived from arsenic, lead, copper and sulphur. Then 


| research chemists conceived the idea of making new types of insect 


killers derived from coal tar and petroleum which were better than 
the old ones. 

“The effect on the chemical business was electric. In 1938 only 
about $80 million worth of chemicals were sold for crop protection 
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of which only $1.6 million was spent on the new ‘organic’ insecticides. 


Ten years later, in 


1947, farmers bought $200 million worth, with 


much of the gain going to the new materials. 


“The business seems far from hitting a peak. 


Farm pests in- 


cluding insects, fungi, and weeds are estimated to cost the farmer 


around $5 billion yearly losses. 
eventually as much $1 
these losses. 


as 


billion 


It is not unreasonable to guess that 


yearly might be spent to avoid 


“The biggest sensation in the new insecticides was the discovery 
of DDT, which marks a milestone in the plant world comparable to 


sulfa drugs and pencillin in human medicine. 


—that is, insects are killed by walking over a sprayed dried surface. 
DDT was brought out during the war to kill the lice that spread 


deadly typhus in Italy. Soon 


it 


was being used in this country 


to kill house-flies, mosquitoes that some times carry malaria, and 
many farm pests, notably the coddling moth, bane of apple orchards. 
“Production of DDT climbed to nearly 50 million pounds in 1947, 


which for the time being was a 


little too much. 


use of DDT and other organic insecticides in agriculture is estab- 


outlook 
—From 


over-all 
use.” 


lished 
one of 


and the 
expanding 


By ROGER 
Asserting with or without parity 


C 


is generally acknowledged to be 


hemical Fund’s “Test Tube.” 


Prices 


W. BABSON 


payments, farm prices are bound 


to go lower, Mr. Babson, however, sees parity subsidy as permanent 


policy, and says farmers can depend on it “for evermore. 


Is 


<td . : - 
optimis:ic about farming, and urges every family to own a “‘sus- 
tenance farm” somewhere. 


Of course, farm prices will ultimately be dependent upon supply 


With or without parity they 


are bound to sell lower 


and demand. 
Whenever great surpluses occur in any product, black markets 
develop Potatoes. which cannot be preserved, may be thrown 


overboard: 
but the public 


that for 1946 
The above 
does not mean 
that the parity 
subsidy whica 





Roger W. Babson tne farmer 

now gets will 
be eliminated. It may automatic- 
ally and gradually be decreased: 
but parity for farm products is 
here to stay. Farmers may at last 
feel that they are going to be 
taken care of as have. other! 
groups. 

The government does not com- 
pel the farmer to sell at any 
definite price, but rather merely 
offers to “loan” the farmer a 
parity price of his product. The 
government calls it a “loan”; but 


it really is not a loan because, un- 
like other loans, if the value of 
the product goes down below the 
emount of the “loan”, the farmer 
is not compelled to make up this 
difference. It is a unique proposi- 


tion of “heads I win, tails you 
lose” always in favor of the 
farmer. 


Let’s Look at the Farmer 
When I was a boy there were 
almost no government subsidies 
of any kind. As a result, our gov- 
ernment, which is now spending 


$44 billion a year, got on with 
less than $1 billion a year. The 


first subsidy was that of the Pro- 
tective Tariff. This was just as 
much of a subsidy to manufac- 
turers as Parity Support is now 


to the farmers. It is very difficult ! 


to get tariffs removed after they 
have once been put on the books. 
The next subsidy was given to 
those who would build and op- 
erate steamboats. These subsidies 
have constantly been increased 
rather than diminished. In the 


meantime, pension subsidies were | 


given to Civil War veterans. inen 
to Spanish War veterans, anc later 
to World War I veterans. These | 
subsidies started in a small way, 
but here again, they have con- 
stantly increased. Labor has re- 
ceived a subsidy by government 
supporting labor unions and per- 
mitting us consumers to be as- 
sessed for increased wages. 
Perhaps the greatest subsidy is | 
that paid to unneeded government | 
employees. To supply these and 
other funds Income Taxes were 


invented. ‘It ‘is’ well to remind 





will never 
stand ror 
throwing 
wheat, corn 
and other 
cereals over- 
board. The! 
cost of living 
for 1949 will 
be less than 


| Street, 
}and Philadelphia Stock Exchanges, 
lon March 1. Mr. Harris, who has 


of Chicago. 


younger readers that the norma! 
income tax in 1913 was only 1 or 


2% and the highest tax for the 
richest people went up to only 
5%. This has gradually been in- 


creased so that the normal is now 
over 20% and the taxes gradually 
increase so that the rich people 
pay over 90%! Hence, the farmer 
is justified in asking that he like- 
wise be taken care ot well as 
these useless government em- 
ployees in unnecessary govern- 
ment bureaus. 


The Farmer's Future 
Many talk of Parity as a tem- 


as 


porary affair, but I can assure 
farmers that it will be just as 
permanent as_ tariffs, soldiers’ 


pensions, labor legislation and in- 


come taxes. The Parity Program 
may be adjusted from time to 
time in accordance with general 


business conditions: but farmers 
can depend upon it for evermore. 
I forecast that from now on what- 


ever the Administration the 
farmer will be taken care of as 
he should be. 

The above is one reason whv 
I am optimistic on good farm 
property as_ insurance. Large 
commercial farms may be at- 
tacked as other large compora- 


tions, although they also deserve 
protection. I believe, however, 
that the small sustenance farms 
which are fairly near good com- 
munities are an excellent insur- 
ance. Every family should own 
such a_ sustenance farm some- 
where. This does not mean to 
leave a good city job and go into 
farming as a business. I do not 
recommend small farming as a 
business, but I do recommend it 
as an insurance, and as a place 
to live and get your food, cloth- 
ing and necessary shelter in case 
of World War III. Furthermore. 
as people wake up to the impor- 
tance of such insurance, these 
farms will become more in de- 
mand and hence, should be a good 
investment if bought at a right 
price. 





Henry L. Harris to Become 


Jenks, Kirkland Partner 
PHILADELPHIA, PA. — Henry 
I.. Harris, meinber of the New 
York Stock Exchange, will be ad- 
mitted to partnership in Jenks. 
Kirkland & Co., 1421 Chestnut 
members of the New York 


recently been active as an indi- 
vidual floor broker, in the past 
was a partner in Robinson & Co. 


Its action is ‘residual’ , 


Nevertheless the | 


Portsmouth Steel’s Sales & Profits at New Peaks 


Net Earnings of $4,511,550 in 1948 
Are Equal to $3.54 Per Share 


PORTSMOUTH, OHIO—The annual report of Portsmouth Steel | 
Corporation, issued Feb. 23, discloses that 1948 net sales totaled $58,- 


904,663, while 1948 net earnings 
charges. 
and net earnings of $3,944,969 ins 
1947. Net earnings per share 
equalled $3.54 in 194@, against $3.03 
in 1947. 

Dividends paid by Portsmouth 
Steel during 1948 totalled $1 per 
share, in comparison with the to- 
tal of 75¢ per share paid in 1947. 
In the letter to stockholders ac- 
companying the report, E. A. 
Schwartz, President, notes that di- 
rectors have declared a quarterly 
dividend of 374%¢ per share pay- 
able March 1, 1949, an increase 
over the 25¢ paid in previous 
quarters. 


LONDOW 


BRITISH 


Britain has long 


way in the export of 





products. By initiative in modern 


research, and from experience of commerce with 


other nations, her industrial 


become greater and more varied than ever in 


history. 


Renowned for the quality of her 


has applied new technique to her famous in- 
dustries. By enterprise in fresh markets she has 
achieved record deliveries, and export production 


still expands. To keep in touch with these develop- 


2-13 
TRADE BUYERS—PLAN YOUR VISIT NOW 





been the world’s 


greatest customer, and has led the 


| largest reserves of iron ore in the 
United States. By the end of 1948, 
Portsmouth Steet had increased its 
holdings of Cleveiand-Cliffs com- 
mon to more than 10% of the iron 
| ore company’s outstanding shares. 





amounted to $4,511,550 after all 


‘Donald M. Lovejoy to Be 


These record results compared with net sales of $49,459,952 | Dartner in Bache & Co 


sheet Donald M. Lovejoy, member of 
} the New York Stock Exchange, on 


March 1 will become a partner in 


Mr. Schwartz’s letter 
“Demand for all the products we 


can manufacture continues,” and} —_* of Uy 

points out that $3,471,714. was| - i gl Rag oS Nitin oe da 

spent in 1948 to expand and im-} York St oA Hage arn e a sabe 

prove Portsmouth Steel’s plant} dine py Baa Exch anc 0 Mr. 

and properties, and to continue to! I oveley am sonal mp one am rw 

assure adequate supplies of high) oO‘ ~?°s, 8° rity dial dae aaa 

- hs ..~ |venks, Kirkland & Co. 

grade iron ore and coal to main- : , aa ; 

tain capacity production. Charles A. Corey wee rotare 
; P fromm partnership in Bache &. Co. 

expenditures for 


Included in 


. .|Feb. 28. On March 1, Frank T. 
these purposes were substantial | ‘r : 
additional purchases of the com-| Ryan, a limited partner in the 
mon stock of Cleveland-Cliffs Iron} firm, will beccme a_= general 


Company, owner of the second | partner. 


— 
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INDUSTRIES FAIR 


ments great numbers of the world’s principa: 


buyers are making visits to Britain. 


manufactured Every year, from over 100 countries, trade 
buyers gather at the British Industries Fair. The 


Chamber of Commerce in Birmingham, and 


production has manutacturers from every part of Britain join 
with the British Government to welcome 
them. 


At BIF 1949, from 2-13 May, three thousand 


exhibitors will display the latest developments in 


work, Britain 
thirty groups of allied trades. The leading men o! 


international commerce are invited to attend the 


world’s greatest assembly of national products 


MAY 1949 


Information about exhibitors, special displays and facilities at the Fair 
can be obtained from the nearest British Embassy, Legation or Consulate. 
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_————— By WILLIA 


It is somewhat remarkable that so far lit 
“ar might mark a momentous turn- 
e} 


paid to the possibility that this y« 


ing-point in Canadian political history 
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M J. McKAY = 


tle attention has been 


Che Liberal regime has, with 


the exception of a five year period from 1930 to 1935, been in anin- 


terrupted power since 1921. U; 


to the time of his recent retire- 
ment, the Liberal Government had 


at its head that great democratic 
leader Vackenzik Kl 2, W ho has 
broken all records for tenure 
office. Deprived of his masterly 
political judgment the Liberal 
party will be sorely exercised to 
mainta its previous dominance 


On many occasions ly the e> 

tracrdinary political astute 

of Mr. King has saved the day for 
the Liberal government. Now with 
a slender overall majority of only 
four seats the Liberals face the 
prospect of a general election dur- 
ing the summer or early fall, with 
many basic issues still unsettled. 
These outstanding questions would 
have taxed the political ingenuity 
of Mr. King, but it is doubtful 
whether, in his absence, the pres- 
ent Liberal administration will be 
capable of solutions which will 
satisfy the electorate. 

During the King regime, the 
ability to keep the Province of 
Quebec solidly in the Liberal 
camp constituted the main bul- 
wark of the party’s strength. How- 
ever, since the resounding defeat 


of the Liberal candidate by a Con-| 


servative in the recent bvye-elec- 
tion in the Quebec riding of Nico- 
let-Yamaska, the Liberals look 
with dismay at the first breach in 
this previously dependable strong- 
hold. If historical precedent means 
anything, a similar Liberal defeat 
in another Quebec bye-election at 
Drummond - Arthabaska in 1910 
marked the turning of the Libera 
tide that led to the downfall! of Sir 
Wilfred Laurier’s government and 
the entry into power of the Con- 
servatives under Sir Robert Bor- 
den. 

In any case the Conservatives 
are now duly encouraged to hope 
that history will repeat itself. 
Moreover the appearance of the 
first chinks in the Liberal armo. 
is coincident with a fresh access oO! 
Conservative enthusiasm unde 
the invigorating leadership of 
George Drew who promises to 
supply the offensive power that 
has been so sorely lacking in pre- 
vious campaigns. Reports of a 
possible political deal between the 
Conservatives and Premier Du- 
plessis, the Union Nationale lead- 
er in Quebec also hold out dire 
consequences for the Liberal cause 
in this key province. 

Although the Conservative party 
will provide the greatest chal- 
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lenge, the left-wing CCF will also 


make a strong bid for power. It i: 


possible however that the Liberal] 
Administration has already stolen 
much of their thunder, and at this 
stage of Canadian development 
the prospects of further economic 
restrictions and greater intrusion 
of the state in the fieid of private 
enterprise, will not prove attrac- 
tive to a majority of the elector- 
ate. One of the main planks of the 
Conservative platform which will 


meet with widespread support is) 
likely to be the advocation of the} 


removal of the many wartime re- 
estrictions which are still in force. 
The Liberals, unlike their Demo- 
;cratic counterparts south of the 
' border, have also failed to control 
the important farmer vote. The 
United Kingdom Wheat Agree- 
;ment, which has caused the Cana- 
dian farmer to foot the bill for the 
Liberal Government’s generous 
gesture to the Mother Country, 
has provoked general discontent 
|in the prairie provinces. Similarly 
the abolition of the wheat futures 
market and government control of 
grain sales has also led to the 
alienation of farmer support from 
the Liberal party. 

The forthcoming election there- 
fore is likely to bring about a pro- 
found change of the Camadian po- 
litical scene. As a consequence of 
the splitting of the vote in three 
directions it is possible that no 
party will command a clear-cut 
majority. In this event the long 
reign of the Liberal regime would 
come to an end, and with the pos- 
sibility of a minority controlling 
ithe balance of power, the new 
course of Canadian politics would 
be indefinite. On the other hand a 
Conservative of CCF victory 
would bring about a pronounced 
swing either to the right or to the 
left. Accordingly the develop- 
ments of the next few months con- 
cerning which there has so far 
been remarkably little conjecture 
on this side of the border, can 
possibly have a momentous bear- 
ing on the future of the Dominion 
and its relations abroad. 

During the week the recent per- 
sistent demand for external bonds 
was less in evidence and for the 
first time in several months there 
were bonds available, particularly 
Canadian Nationals. Internals on 
the other hand were firm but in 
the absence of supply the turnover 
was negligible. Free funds also 
strengthened from 715% to 7%, 
and the corporate-arbitrage rate 
was steady either side of 14%. 
Stocks rallied following the previ- 
ous week’s decline and nearly all 
groups registered moderate ad- 
vances which were mostly lost in 
subsequent sessions. Industrials 
showed the greatest activity led 
by Canadian Pacifics, Internation- 
al Paper, and Canadian Vickers. 
Western oils were again in favor 
following a succession of good re- 
ports from the Leduc and Red- 
water fields: it is now obvious 
that Alberta will increasingly fig- 
ure among the major oil territories 
of the world. Base metals also re- 
covered following their recent 
market decline but the golds had 
| difficulty in maintaining the high 
points reached in their steady ad- 
vance over the past few months. 





Neal J. Baggett Opens 
(Special t THE FINANCIAL CHRONICLE) 
CULVER CITY, CALIF.—Neal 
J. Baggett is engaging in a se- 
curliies business from offices at 
8715 Venice Boulevard. 
Associated with Mr. Baggett are 
George E. Loit, William W. Selby, 
Howard I. Teague and Evelyn 


Westera. 


|with profits trends, 


What Is It, Mr. Justice? 


“The laissez-faire gr 
Lenin and Stalin produced Hitler. 
r. 


munists. 
was a reaction to the othe 
“The sound direction 

to con 


eT 
if 


above 


that » 





William O. Douglas 


is the 
tics that the Communists fear 


oup produced the Com- 
Fach 


of the counter movement 
ymunism in the democra- 


cies has already been marked. 
It is the creation of a human 
welfars 
cal invention of t 
centur 


» state—-the great politi- 
he twentieth 
y. 


instrument of poli- 


9)]] T oan 
alii €ise rt is the specter 


talks the political clique 
that rules the Soviets. 
‘Political 
sense that we think of bureaus 
or departments of government, 
can never operate to produce 


controls, in the 


collaboration between groups in the inner wheels 
of our industrial organization. It must come from 
inner compulsions and desires. 


‘‘We democrats have 


gone far in outstripping 


all our competitors in technical skills of industry. 
We must now outstrip them in the development of 
the art of social collaboration. The plan for us is to 
avoid becoming prisoners of any dogma, whether it 
be free enterprise or government ownership or con- 
trol. We must preserve flexibility in our thinking, 
so that we may pick and choose the best device for 
each task at hand.”’—Justice William O. Douglas. 
We wonder if the learned justice really knows 
what he is trying to say. If he has a tangible idea he 
seems to have smothered it in a tangle of words. 


If only such verbiage 


did not sound so enticing 


and plausible to the unthinking. 


~ 2 , ‘age increases al imit 
Arguments fer Further Wage Rises Held invalid | Federal ae ee the 


Commitiee on Economic Policy of the Chamber of Commerce of 

U. S. publishes a guide for meeting drive for new round of mass 

wage demands, and urges each business manager, in dealing with 

problem, to consider his responsibility to stability of the national 
economy. 


To help business management 


to discharge its responsibility to 


the American people, the Committee on Economic Policy of the 


Chamber of Commerce of U. 
“Wage-Price-Spirals and Economic 


The guide deals with the prin-® 


cipal arguments centering about 
the drive for further wage in- 
creases, noting that most wage 
demands today are besed on two 
arguments: that profits are high 
and wage increases can come out 
of profits without raising prices: 
and that wages have failed to 
keep pace with the cost of living. 

The Chamber committee offers 
this refutation of the profit argu- 
ment: 

“Government figures show that 
during the 10 relatively prosper- 
ous years 1938-through-1947, cor- 
porate profits averaged only 4.4% 
of sales. 

“In other words, even if ail 
profits were wiped out (with dis- 
astrous consequences to the free 
economy which has provided our 
high standard of living) prices 
could be cut for a short time by 
less than 5%.” 

As to the cost of living argu- 
ment, the committee notes that 
government statistics, compiled by 
the Labor Department, cleariy 
show that since 1939, or over any 
longer period, both hourly and 
weekly wages have gone up con- 
siderably more than the cost of 
living. Decreases in the cost o! 
living during the last months ot 
1948 and early 1949 further tend 
to undermine the cost of living 
argument, says the Chamber com- 
mittee. 

Profits and Wages 

One argument that is fre- 
quently used On behalf of wage 
increases, the Committee states, is 
that since 1939, profits have risen 
more rapidly than wages. Per- 
centagewise, this is true; profits 
have increased since 1939 by a 
greater percentage than wages. 

“Comparisons of wage trends 
however, 


S., has just issued a new guide, entitled 


Stability.” 





break down because the figures 
are not in comparable terms. 
Profits are a residual figures, rep- 
resenting what is left over after 
other costs of production have 
been paid. Profits vary sharply 
between good years and bad, and 
may even be a negative figure as 
they were in 1931-35, three years 
in a row. Government figures 
show that during the ten rela- 
tively prosperous years from 1938 
through 1947, corporate profits 
averaged only 4.4% of sales, and 
even in boom 1947 the figure was 
only 5.7%. 

“In 1939, profits were abnor- 
maliy low, and the percentage in- 
crease since 1939 is correspond- 
ingly exaggerated. In 1939, prof- 
its for all corporations amounted 
to only 4.1% of sales; and some 
8,000,300 to 10,000,000 workers re- 
mained unempioyed because of 
insufficient profit incentive. Only 
199,500 of a total of 470,000 active 
corporations reported any net in- 
come at all. In short, 1939 is 
hardly a normal benchmark for 
adequacy of profits in a_ profit- 
sparked economy such as Ours. 

“Even today, profits constitute 
only a small part of total income. 
With over $220 billion national 
money income, every dollar of 
which gets or tends to get spent 
for something, it is hard to see 


|how the current high prices can 


be ascribed to the 9% of the pur- 
chasing power taking the form of 
profits, and ignore the other 91% 
(wages, salaries, farm income, 
etc.) which is in the market 
fighting for goods and services. 
“The corporate dollar, further- 
more, has lost as much purchasing 
power as the wage dollar. Sum- 
ner H. Schlichter in his testimony 
before the Joint Committee on the 


Economic Report (Dec. 6, 1948 
demonstrated that the postwar 
profit figures are in par fictitious. 
in 1947, for example, corrected 
operating net profits of all cor- 
porations were about $12 billion, 
as against the reported figure 9i 
$18.1 billion; of the latter figure, 
$5.1 billion represented the cost of 


replacing inventories; and be- 
cause assets were largely depre- 
ciated on the basis of prewar 
costs, between $1 and $2 Dbitlion 
of reported protits actually repre- 
sented exhaustion of capital Onl: 


$7 billion of the $18 billicn were 
paid out in dividends and per- 


haps 40 to 45% o: that $7 biillon 


Was recaptured by the Federal 
Treasury in the form of personal 
income taxes The balance ot 
$11 billion, to which were added 
many additional billions raised 
irom outside sources, was pio 
back into new and improved ta- 


cilities, to the benefit of the 
| worker and consumer, 

“If we are to have a dynamic 
those who 


progressive cconomy, 
production 


provide the tools of 
| must see the prospect Of a return 
| greater than could be earned in 
riskless government debt. There 
imust be incentive for both the 
|improvement and expansicn ot! 
| plant and equipment.” 
| The heart of the case for resist- 
ing any and all drives for mas- 
sive wage increases, the Commit- 
tee concludes, lies in the possi- 
bility that increased wage costs, 
coupled with a possible return to 
deficit spending, might reverse 
the salutary trend in the cost of 
living by forcing a further in- 
|crease in the money supply with 
attendant inflation, observes the 
Chamber committee, It contin- 
ues: 
“If we can avoid a fourth rcund 
the 


recent relative stability of con- 
sumer prices as a whole would 
suggest that the period of rising 
living costs is behind us. Wrole- 
ales prices, slightly falling in re- 
cent months, may have their 
chance to reflect the healthy sta- 
bilization of our economy on 
which so much daepends.” 


Fer a revealing chart showing the 
real income of stockholders, bondhoalders, 
pensioners and wage workers from 1930 
‘o the present, see Economic Iniclligence, 


Dec. 1948, Chamber of Commerce of USA, 
—— 


Russell K. Sparks “ith 
Uhimann & Latshaw | 


] te 


(special ) 


KANSAS CITY, MO.—Russell 


K. Sparks has become associated 























Russell K. Sparks 


with Uhlmann & Latshaw, Board 
of Trade Building, members of the 
New York Stock Exchange, as 
Manager of the trading depart- 
ment. Mr. Sparks was formerly 
for many years with the Kansas 
City office of Harris, Upham & Co, 





Israel and Company io Be 
Formed in New York 


Ivan Israel will shortly form 
Israel and Company with offices 
at 111 Broadway, New York City, 
to conduct a securities business. 
Maxwell L. Grossman will be a 
limited partner in the new firm. 
Mr. Israel has been a partner in 
F. H. Winter & Co. which is be- 
ing dissolved. 
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Insurance Head Opposes Government Medicine 


The entry of the Federal Gov 


‘ernment into the field of medicine 


is a matter of vital concern to American life insurance, according to 
M. Albert Linton, President of the Provident Mutual Life Insurance 
Company (Philadelphia), in his annual message to policy owners. 


In comment- 
ing on the 
equality of 
medical and 
hospital serv- 
ice, Mr. Linton 
stated, “The 
United States 
has an en- 
viable record 
in the progress 
made. Mortal- 
ity rates have 
been reduced 
to an ucusual- 
ly low level. 
The quality of 
medical and 
hospital serv- 
ice is of a very high order. There 
has been a rapid, widespread de- 
velopment of voluntary prepaid 
hospital service plans. A similar 
cevelopment is under way in the 
field of medical service. 

“We are much concerned lest 
these favorable conditions be en- 
cdangered through the entry of the 
Federal Government into this 
field. Proposals are being made 
that the government undertake to 
provide medical and hospital care 
for more than half the population, 
the cost of which would be de- 





M. A. Linton 


i 


}irayed by payroll taxes upon the 
incomes of workers included in 
the plan. A program of this kind, 
which sounas attractive in theory, 
would have far-reaching unsatis- 
:actory consequences upon the 
quality of medical and hospital 
care in this country. 

“The solution of the problem of 
better and more widespread medi- 
cal and hospital care is to be found 
in programs which would not in- 
volve the furnishing of such care 
by the Federal Government. En- 
couragement should be given to 
the further development of volun- 
tary plans by which individuals 
can pay in advance for iaedical 
and hospital services. 

“As a life insurance company 
concerned with mortality rates we 
feel it our duty to express our 
judgment in a matter of this kind. 
The continuance of satisfactory 
progress in reducing mortality 
rates in this country depends in a 


adequate medical and 
care to our people. But such a 
solution is not to be found by 
placing the matter in the lap of 
the Federal Government.” 


Tobin Analyzes Present Wage Situation 


Labor Secretary tells Congress Committee downward trend in con- 

sumers’ price indexes will be important factor in wage negotiations, 

but it would be unrealistic to expect pressure for wage advances to 
subside automatically. 


In his testimony before the Joi 


nt Congressional Committee on the 


Economic Report, Secretary ot Labor Maurice J. Tobin indicated that, 
in view of the slackening of the high levels of demand enjoyed dur- 


ing postwar period by almost all 


industries and the laying off of 


employees,¢ = 


pressure fcr 
wage in- 
creases may be 
expected to 
relax, but he 
warned that it 
would be un- 
realistic to as- 
sume that 
there would 
be no further 
demands for 


higher wages. 
“Z According to 
‘ \ weecretary 


Tobin: 

Maurice J. Tobin “Going into 
1949, we can 
see that the general pressure that 
raised money wages all along the 
line during the postwar years is 
now no longer so general. The 
factors that generated much of 
this upward pressure have 
changed. The cost of living, a key 
factor in wage developments dur- 
ing the past two years, has re- 
cently declined. The high levels 
of demand enjoyed by almost all 
industries during the postwar pe- 
riod are now slackening in some 
industries where they are laying 
off men. Others are active. What} 
this means for the immediate fu- 
ture is that the pattern of wage 
developments will become more 
varied. 

“Signs of this in negotiations 
are already apparent. During | 
the past few weeks, requests | 
for wage increases on the part 
of shoe and_ textile workers 
in New England have been denied, | 
either through negotiation or 
arbitration. Clothing workers of- 
fered no proposals for wage ad- 
justments on the anniversary of 
their last increase. On the other | 
hand, there were many more situ- | 
ations in which substantial wage 
increases were negctiated, appar- 
ently without any strong opposi- 
tion or. the nart of the employers. | 
To make the record complete, | 
there were even instances of wage 
reductions, in accordance with 
union contracts or wage plans ty- 
ing rates to changes in the Con-'| 
sumers’ Price Index. 





| rise in 


| however, that 


|'Index. The 


) wage coverage. 


“The downward trend in con- 
sumers’ price indexes even 
though it has not proceeded very 
far—will undoubtedly be an im- 
portant factor in wage negotia- 
tions this vear. It would be un- 
realistic, however, to expect the 
pressure for wage advances to 
subside automatically as the cost 
of living slowly drops. Many es- 
tablishments are still operating 
under the conditions that per- 
mitted previous wage increases. 
Moreover, the aspirations of trade 
unions and their members will 
not be satisfied without the pro- 
gressive improvement in living 
standards that our economy makes 
possible. 

“Most of organized labor, per- 
haps the vast majority, have 
managed to secure wage rate in- 
creases during the postwar period 
roughly commensurate with the 
living costs during the 
same period. It should be noted, 
average weekly 
earnings in manufacturing have 
increased about 16% from the 
war-time peak in January, 1945, 
when considerable overtime was 
still being worked, against a 35% 


| increase in the Consumers’ Price 


momentum of the 
wage movements and the small 
labor reserves of the postwar 
years carried many unorganized 
workers along. Many others, how- 
ever, particularly among the so- 
called ‘white collar’ occupations, 
fared poorly indeed. What are 
their prospects? It seems plain 
that the likelihood of bridging the 
gap between their wages and 
price levels by .means of pay in- 
creases now appears less probable. 
The momentum is dissipating, the 
unfilled jobs are fewer. One way 
to improve their situation lies in 
a reduction in living’ costs. 
Another, particularly helpful to 
those at the lower wage levels 


'and therefore most in need of as- 


sistance, lies in the adoption of 
higher minimum wage standards 
and the extension of minimum 
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Don’t Desiroy Dual Banking System! 


By F. RAYMOND PETERSON* 


Vice-President, American Bankers Association 
Chairman of the Board, First National Bank & Trust Co., Paterson, N. J. 

Contending dual banking system has contributed t» economic growth and development of nation, Mr. 
Peterson urges its continuation as well as preservation of independent status of the Comptroller of the 
Currency, the Federal Reserve Board, and Federal Deposit Insurance Corporation. 

For over 80 years the banking system of this country has been a dual system composed 
of banks organized and operating under both National and State charters. The dual sys- 
tem of banking has contributed greatly to the economic growth and development of this 


country. The 
office of the 
Comptroller 
of the Cur- 
reney which 
charters, ex- 
amines and 
supervises all 
National 
banks, is the 
oldest bank 
supervisory 
agency of the 
Federal Gov- 
ernment. It 
was establish- 
ed by Act of 
Congress in 
1863. The 





F. R. Peterson 


| banking system was stre 
large measure upon a proper solu-! 8 sy nal ngthened 


tion to the problem of furnishing | 
hospital | 


in 1913 by the enactment of the 
Federal Reserve Act and again in 
1933 by the creation of the Fed- 
eral Deposit Insurance Corpora- 
tion, 

The Comptroller of the Cur- 
rency, the Board of Governors of 
the Federal Reserve System and 
the Federal Deposit Insurance 
Corporation constituted the three 
Federal agencies having super- 
visory and regulatory powers over 
the banking system in their re- 
spective fields. The preservation 
of a separate and independent 
status for each of these three 
agencies, we believe, is essential 
to the preservation of the dual 
banking system. They provide 
necessary checks and balances for 
the sound operation of the bank- 
ing system. The -absorption of 
one of these agencies by another 
or the transfer of part or all of the 
functions of one of these agencies 
to another would tend to destroy 
these checks and _ balances—so 
necessary and essential. 

For your information, the fol- 
lowing pertinent facts relative to 
the three government agencies 
involved may be of interest: 

At the time of the organization 
of the Federal Deposit Insurance 
Corporation it was furnished cap- 
ital funds as follows: 
$150,000,000 from the Secretary of 

the Treasury 
139,000,000 from the Federal Re- 
serve System 

In Sevtember, 1948, all of these 
government funds were repaid, 
leaving the Corporation with $1,- 
066,000,000 as capital funds. The 
only income the Corporation has 
is from its securities plus the as- 

“Statement by Mr. Peterson be- 
fore the Senate Expenditures 
Committee, Washington, D. C., 
Feb. 15, 1949. 


“ 


sessment which is levied on ail 
banks insured by the Corporation. 
The Corporation makes an annual 
report to Congress, as provided in 
Subsection (r) of Section 12B of 
the Federal Reserve Act, 

amended. No appropriation by 
Congress has ever been made for 
| this agency, as the income from 
securities and the assessment on 
the banks has been more than 
adequate to take care of any 
losses the Corporation may have, 
pay its expenses and build up a 
sizable capital fund account. 

The Comptroller of the Cur- 
rency is the head of a bureau 
under the Secretary of the Treas- 
ury. He makes an annual report 
to Congress according to Section 
333 U.S.R.S. Congress is not ob- 
ligated to make any appropriation 
for the maintenance of this office 
as funds for the operation of the 
Office of the Comptroller of the 
Currency are derived from the 
examination fees of the banks ex- 
amined. This office imposes no 
financial tax burden. 

The Federal Reserve System 
was created in 1913. Whenever a 
bank joins-the System it is re- 
quired to purchase a_ certain 
amount of capital stock in the 
Federal Reserve System and this 
is dependent upon the capital and 
surplus of the bank joining the 
System. The government at no 
time has ever placed a dollar in 
the Federal Reserve System, and 
all of the capital stock is owned 
by the member banks. The Sys- 
tem makes an annual report to 
Congress, as provided in Section 
10 of the Federal Reserve Act, as 
amended. 

In view of the foregoing, it is 
readily apparent that these three 
agencies are not supported or 
maintained by appropriations 
from Congress of funds derived 
by taxation, 

We believe, therefore, that if 
any one of these three agencies 
is to be exempted under S. 526, 
then the other two _ agencies 
should also be exempt. Also, if 
any one of these three agencies is 
singled out for special treatment, 
as has been done in the case of 
the Board of Governors of the 
Federal Reserve System in Sec- 
tion (5) (b) of H. R. 2361, then 
the same treatment should be ac- 
corded to the Federal Deposit In- 
surance Corneration and the Of- 
fice of the Comptroller of tha 
Currency. It is e¢@esirable that 
these three agencies should be 
maintained on the same adminis- 
trative parity DLasis, that is, all 


three should be exempt or all 
three should be subject to any 
proposed reorganization plan. 

If a consolidation of these agen- 
cles would effect economies, which 
is doubtful, such economies would 
not be of benefit to taxpayers 
generally, since the operating ex- 
penses of these agencies are borne 
entirely by the banks under their 
supervision. In view of this there 
does not appear to be the same 
compelling motive for a reorgan- 
ization of these agencies as may 
exist in the case of the other gov- 
ernment agencies which derive 
their funds from the general rev- 
enues of the government. We 
therefore urge most strongly that 
these three banking supervisory 
agencies receive equal treatment 
under any reorganization bill that 
may be enacted. 

This statement is made on be- 
half of the American Bankers As- 
sociation, representing both the 
State Bank Division and the Na- 
tional Bank Division of that As- 
sociation. 





Richard H. Adams Joins 
Sloan & Wiicox 


PORTLAND, ORE.—Richard H. 


Adams has become associated 























Richard H. Adams 


with Sloan & Wilcox, Cascade 
Building. Mr. Adams, who has 
recently been with Conrad, Bruce 
& Co. in Seattle was formely in 
the investment business in Port- 
land for many years. 


A 
With J. Arthur Warner Co. 
(Special to THE FINANCIAL CHRONICLE) 


PORTLAND, ME —George L. 
Golder, Jr., has become affiliated 
with J. Arthur Warner & Co., Inc., 
Clapp Building. Mr. Golder was 
previously with Morton, Hall & 
Rounds, Inc., of Lewiston. 
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TROIT EDISON 


Available Now 


The annual report of The Detroit Edison Company has just been 
mailed to stockholders. It is an illustrated 32-page booklet which 
describes in detail the 1948 activities of the company which supplies 
light and power to the great industrial and farm areas of south- 
eastern Michigan. If you are interested, we shall be glad to send you 
a copy of the report. Write 2000 Second Avenue, Detroit 26, \lich. 
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Britain and German Competition 


By PAUL EINZIG 


Dr. Einzig reports British industrial circles disturbed by threat of 

revival ot German competition. Holds British exports expanded in 

part because of collapse of German and Japanese exportation, and 

if these two nations regain their prewar markets, both U. S. and 
Britain will have to face an awkward dilemma. 

LONDON, ENGLAND—Richard Cobden, side-whiskered patron- 
saint of British nineteenth-century Free Trade, is probably turning 
in his grave at the spectacle of the alarm and despondency caused 
in British industrial circles by revival of German competition. A hun- 


dred years ago 
few people 
would have 
worried about 
it. Britain was 
then in 2 
very strong 
industrial and 
trading posi- 
tion and the 





temporary 
loss of some 
overseas mar- 
kets through 
progress made 
by some rival 
country would 
have been Dr. 
viewed with 
indifference. Today the position 
is totally different. British export 
trade is engaged in a desperate 
struggle to recover the ground lost 
during the war. Progress is be- 
ing made but at a very slow pace 
and with the utmost difficulty. 
Britain’s international accounts 
are still far from being balanced. 
But things have been improving 
during the last few months, and 
the gap is becoming distinctly 
narrower. And now suddenly a 
new menace is threatening the 
costly achievements of the export 
drive. 

Judging by the agitation the 
revival of German competition 
has caused one is inclined to im- 
agine that Germany is exporting 
on a really large scale. As a 
matter of fact, at the time of writ- 
ing her exports only cover 18% 
of her imports. This means that 
the actual amount exported is 
less than one-fifth of the amount 
which must be achieved in order 
to cover the trade deficit. And in 
spite of this there is already an 
outcry at the loss of a few mar- 
kets on the continent and over- 
seas. It seems that British export- 
ers are screaming before they are 
really hit. 

Nevertheless, the minor panic 
is far from being unjustified. For 
the present moderate German ex- 
port drive foreshadows future 
developments which are bound to 


Paul Einzig 





cause grave concern among those | 
who realize the full implications 
of the reappearance of Germany— | 


and for that matter Japan—in the 
world market as a competitor. 

One of the reasons why the 
British export drive has made 
such good progress lies in the con- 
tinued existence of a sellers’ mar- 
kets in many lines. Although the 
rise of manufacture prices com- 
pared unfavorably with that of 
produce prices during the last 19 
years, industrial exporters had 
no cause for cuinpiauing. Trey 
were able to sell during the last 
three years practically anything 
they produced. and at !:easonably 
good prices. This was partly be- 
cause two of the most important 
industrial countries, Germany and 
Japan, have been almost com- 
pletely out of action. Their re- 
appearance may mean the early 
end of the sellers’ market in 
many lines. The pent-up demand 
inherited from the war will soon 
be satisfied once Germany and 
Japan have begun to export on a 
really substantial scale. The 
British export drive will then be 
distinctly unhill work. Britain 
is bound to lose many of her for- 
eign markets. Mcreover, British 
exporters will lave to cut their 
prices to meet tne competition, so 
that the proceed: Gc: british ex- 
ports will fll even more than 
their quantities. 


It is true, soc.uer or 


| Britain can do about it. 


German and Japanese markets 
will be able to absorb British 
goods, and to that extent British 
«xporters will be compensated for 
their lost markets. In the nine- 
ieenth century, and even before 
the war, it was possible to take 
a long view and hope for the best 
that sooner or later Britain would 
share in the prosperity created by 


the revival of her competitors’ 
trade. But in present-day condi- 
tuons there is every reason for 


viewing the revival of competi- 
ion with concern. 
However, there is very little 
The basic 
principle stated by the govern- 
ment, that the British policy is to 
encourage Germany to. balance 
her foreign trade even if this is 
detrimental to British exporters, 
is not contested seriously from any 


British quarters. It is realized 
that the alternative would be to 


continue to subsidize Germany in- 
definitely, and the absurdity of 
the victor paying reparations to 
the vanquished is duly realized. 
The only objection which is 
voiced in many quarters is that 
German exports are” gaining 
ground through the employment 
of “unfair” trading methods. Ina 
statement in the House of Com- 
mons on Feb. 9, the government 
emphatically denied the truth of 
this allegation. It was admitted 
that in the past the practice of 
multiple exchange rates was re- 


sorted to. But it was claimed 
that these practices have now 
been discontinued almost com- 


pletely. 

Another complaint 
exchange rate has been fixed at a 
level at which it tends to give 
German exporters an unfair ad- 
vantage. This, too, has been con- 
tested by the government. And it 
is understood that German ex- 
porters are now not in a position 
to gain unfair advantages over 
their rivals by granting credits for 
longer periods than their rivals 
are prepared to grant—a method 
which was used and abused be- 
fore the war. 

With regard to Japan, the main 
complaint is that the low stand- 
ard of living of the Japanese 


is that the 


| workers secures unfair advantage 


to Japanese exporters. But there, 


'too, the policy of allowing the de- 


| created a new situation. 


feated nation to work out its sal- 
vation must prevail. On the other 
hand, there is a strong feeling that 
in the interest of the Japanese 
themselves they should be pre- 
vented by the occupation authori- 
ties from cutting prices to an un- 
necessary extent. Before the war 
it was not unusual that Japa- 
nese exporters quoted prices 50% 
or more below those quoted by 
British exporters, even though a 
cut of 20% would have been suf- 
ficient to secure the market. lf 
the resumption of this practice 
could be prevented then Japan 
would be able to secure a larger 
amount of foreign exchange with 
the aid of less exports. 

However it may be, the return 
of Germany and Japan into the 
arena of international trade has 
It is only 


‘quite recently that this factor has 


'of the 
many and Japan, and this depends 


later the | 


importance and 
there is reason to believe that it 
was not allowed for when the 
Four Year Plans under the Mar- 
shall Plan were drafted. The 
worst of it is that the remedy of 
the situation lies in the reopening 
natural markets of Ger- 


assumed some 


on Soviet Russia. Unless Ger- 


many can unload her industrial 
exports surplus in Central and 
Eastern Europe, and unless Japan 
can unload her surplus in China, 


the goods excluded from their 
natural markets are bound to 
weigh heavily in the remaining 
markets which have to absorb 
them somehow. Are the Com- 


munist-controlled countries of 
Hurope and Asia likely to be pre- 
pared to resume normal trading 
with Germany and Japan? It is 
to their interest to do so, for their 
industrialization has not pro- 
gressed far enough to enable them 


to dispense with the import of 
industrial goods. Political and 
strategic considerations are also 


The United States 
have to face 
very awkward 


bound to arise. 
and Britain will 
sooner or later a 
dilemma. 


NYSE Chess Team 
Chosen for Tourney 


After tryouts at the Manhattan 
Chess Club, the New York Stock 
Exchange American chess team 
has been selected, which will play 
the Amsterdam Stock Exchange 
team on March 5, at 9 a.m., New 
York time. 

The New York team will be as 
follows: 

Board No. 1 — 
Jacques Coe & Co. 

Board No. 2—E. Schuyler Jack- 
son. Bacon, Stevenson & Co. 

Board No. 3—A. Pincus, 
Pincus & Co. 

Board No. 4—Charles Stewart, 
G. H. Walker & Co. 

Board No. 5 — Jaccb 
Wood. Walker & Co. 

30ard No. 6—Herbert W. Mar- 
ache, Granbery, Marache & Ca. 

Board No. 7—Robert H. Coren, 
New York Stock Exchange. 

Board No. 8 — Sol Ranheim, 
Sulzbacher, Granger & Co. — 

Board No. 9—John Erdel, Hirsch 
& Co. 

Board No. 10—H. Wallace Cohu, 
Cohu & Co. 

First Alternate—David Murray, 
Wood, Walker & Co. 

Second Alternate—Julius Hall- 
garten, Hayden, Stone & Co. 

In accordance with arrange- 
ments with Amsterdam, play will 
be by RCA teletype. 

It is expected that the President 
of the Amsterdam Stock Exchange 
will make the first move on Board 
No. 1, white, for the Dutch team; 





Isaac Kashdan, 





D. A. 


Menkes. 





end Emil Schram, President of the | 


New York Stock Exchange, will 
make the first move on Board No. 
2, white, for the American team. 

Hans Kmoch has been asked to 
represent the Holland team in New 
York, and will act as adjudicator 
in New York for unfinished games. 

The New York team will play 
black on the odd boards, that is, 
one, three ete.; and on the even 
boards, that is, two, four, etc., will 
play white. 

The line-up of the Amsterdam 
team has not as yet been given 
out, but it is understood that there 
are about 200 applicants, and the 
team will be selected after an 
elimination contest. 


With W. E. Hutton & Co. 


CHRONICLE) 





(Special to THE FINaNciaL 

LEWISTON, ME.—Avard M. 
Dow and Millard H. Dow have be- 
come associated with the New 
York Stock Exchange firm of 
W. E. Hutton & Co. Millard H. 
Dow was formerly local manager 
for Townsend, Dabney & Tyson, 
with which Mr, Avard Dow was 
also associated. 


Steckler & Moore Forming 


Steckler & Moore, members of 
the New York Stock Exchange, will 
be formed March 4 with offices at 
120 Broadway, New York City. 
Partners will be Philip H. Steck- 
ler, Jr., Exchange member, Walter 
Moore II, general partners, and 
Pierce M. Maher, limited partner. 





Sees Oi! industry in New Competitive Era 


R. M. Bartlett, of Gulf Oil Corporation, points out production facili- 
ties have outrun production demand and shortages have been over- 
come. Sees continual expansion in oil consumption. 


In an address before the semi- 


annual convention of the Connec- 


ticut Petroleum Industries Committee in Hartford, Conn., on Feb. 10, 
R. M. Bartlett, Vice-President of the Gulf Oil Corporation, stated that 


the petroleum industry is re-entering a period of “typical 
with shortages over-® 


competition” 
come, production up, and rapidly 
expanding markets in view. 

Gasoline stocks on the East 
Coast, Mr. Bartlett reported, have 
been enlarged by 11% over a year 
ago. With a 615% increase in 
total gasoline consumption fore- 
cast for this year as against 1948: 
“We should go into the summer in 
good shape for an old-fashioned 
competitive battle.” 

He also stated that current esti- 
mates predict a rise in gasoline 
consumption in 1943 to about 22% 
more than last year. 

In the heavy fuel oil field, prices 
are down, stocks are up, and the 
industry is looking for new sales 
outlets. Mr. Bartlett commented: 

“The industry’s program of 
modernization and improvement 
has succeeded so well that we are 
again able to compete with coal 

The battle of the two giant 
energy sources, oil and coal, is on 
again in full force.” 

With reference to domestic 
heating oils, Mr. Bartlett cited that 
45% of American families express 
preference for central oil heat, but 
only 20% to date have oil furnaces 


installed, He continued: 
“There are another’ 5,000,000 
families who want the conven- 


ience of oil heating and are wait- 
ing to be convinced they should go 
ahead.” 

However, he _ cautioned, this 
business will not be served up on 
a silver platter, but can be secured 
only by aggressive, prewar type 
salesmanship. 

Broader marketing opportuni- 
ties for tires, batteries, and acces- 
sories are opening up through 
service stations. In 1940 only 62% 
of independent gasoline jobbers 
sold tires, he stated, while 83% 
handle them today. About the 
same ratio applies to battery sales. 

Speaking of Diesel fuel, Mr. 
Bartlett remarked, “In recent 
years the growth of the Diesel de- 


American 


mand has been phenomenal. Ex- 
cluding sales to the Armed Forces, 


other sales have just about 
doubled in two years. The great- 


est volume increase can be attrib- 
uted to the switch by the railroads 
from steam to Diesel equipment. 
For this use alone the total sales 
of Diesel fuel jumped from twelve 
million barrels in 1945 to over 
twenty million barrels in 1947. Al- 
though figures are not yet com- 
plete, it is estimated that the rail- 
road use of Diesel fuel soared to 
about thirty-one million barrels 
last year.” 

The petroleum industry has also 
successfully equipped itself, Mr. 
Bartlett stated, to: 

“Quickly gear ourselves to make 
available to the Armed Services 
the vast additional quantities of 
petroleum products which Secre- 
tary of Defense Forrestal esti- 
mated would be required in case 
of another war.” 

Only by plowing back into pro- 
duction the “lion’s share” of their 
earnings in recent years, have the 
oil companies been able to achieve 
such unprecedented output, Mr. 
Bartlett emphasized. 

For the same purpose, all com- 
panies have had to secure from 
outside sources large sums through 
loans, sale of stock and of capital 
assets. In 1948 alone the industry’s 
investment in necessary plant and 
equipment reached the staggering 
total of $2,500,000,000. 

This expenditure has been nec- 
essary because all signs point to 
steadily increasing oil consump- 
tion, Mr. Bartlett said. The popu- 
lation is increasing, more cars are 
being purchased in all income 
brackets, and the average mileage 
driven per car is rising. 

Meanwhile, growth of petroleum 
use on the farm, In industry, and 
in the home continues at a phe- 


nomena] rate. 


Corporate Bonds and Realty Mortgages 


Lead in Life 


Insurance Investments 


Total of $4,732 million of rail, public utility, industrial and mis- 
cellaneous corporate issues purchased in 1948, while mortgages 
acquired total $3,421 million. 

Corporate bonds and real estate mortgages led the list of new 
investments made by U. S. life insurance companies during 1948, the 


Institute of 


Life Insurance reports. 


nearly three-fourths of all investments acquired in the year. 


“The direction of funds into these two areas of 
increased 


in direct response to the 


These two items accounted for 
investment was 
capital needs of business and 


industry and the continuing demand for home constructicn and for 
home mortgage financing,’ Holgar J. Johnson, President of the Insti- 
tute of Life Insurance, said. “In making these investments, the com- 


panies were acting in the interest 
same time serving the needs of the 


of their policyholders and at the 


» economy.” 


The life companies acquired $4.732,000,000 of corporate bonds in 


1948, an increase Of nearly $582,000,000 over new 


{vpe made in the previous year. 


New mortgages acquired by 
£3,421,000,0C0Q, an increase of 25% 
the previous year. 

Dec 
1948 
U. S. Government Securities $43 
Railroad Bonds (U. S.) 31 
Public Utility Bonds (U. S.) 2668 
Industria] and Misc. Bonds (U. 8S.) 254 
Stocks (U. S.) 10 
State, County. Munic. Bonds (U. S.) 29 
All Foreign Securities 14 
World Bank Bonds 
Farm Mortgages 25 
F. H. A. Mortgages 155 
Veterans Administration Mortgages 23 
Other Mortgages ‘ 149 
Total Securities & Morigages $1,001 
Farm Real Estate 
Other Real Estate 41 
Policy Loans iS ; 39 


the 


investments of this 


1948 were 


over the mortgage purchases of 


life companies in 


Purchase Holding 
embe1 12 Months December 31 
1947 1948 1947 1946 1947 
(000,000 Omitted) 

$161 $1.717 $1,472 $16,579 $19.826 
63 248 255 2.955 2,787 
127 1.933 1.876 8,489 6.726 
548 2,551 2,019 6,990 4.860 
26 184 310 1.463 1.371 
sf 322 61 864 614 
32 279 246 1,911 1,724 
3 10 45 53 41 
23 290 237 83 638 
74 1,214 458 2.404 1,413 
66 400 §75 1,213 607 
164 1.517 1.463 6,263 5.493 
$1,294 $10.665 $9,017 $50,265 $46,505 
1 1 1 58 77 
32 276 204 996 761 
30 414 330 2,057 1,917 
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' Analyzes Basic Trends in Farm Market 


Dr. Vergil Reed, Associate Director of Research of J. Walter Thomp- 
son Co., points out farmers are relatively affluent with reduced 
indebtedness, and improved living conditions on farms indicates a 
better and broader market for products used by farming population. 


“The farm population in the United States has been in a long- 
term downtrend since the nation’s earliest days when the overwhelm- 
ing majority of the people lived on the land in a predominantly agri- 
This declining 


cultural economy, 


is a healthy 
nd necessary 
ievelopment. 
Both agricul- 
ture and the 
-CONOMY aS a 
vhole will 
benefit,’ says 
Dr. Vergil 
Reed, Asso- 
iate Director 
of Research 
for the da, 
Walter 


Thompson 





-O., 1n a study 

just issued by 

the company : 

entitled, “The rou aa 
Farm Market. Some Basic 
Trends and Changes.” In the 
study Dr. Reed cities the great 
zgrowth of mechanization of farm 


operation and the substitution of 


machinery for animal power, 
which has resulted in increased 
efficiency and _ production, and 


says that this country’s farias are 
rapidly evolving into ‘big busi- 
ness” as well as a new way of life. 

“In spite of the numerical de- 
line of farm population and per- 
sons employed in agriculture, the 
growth of farm productivity and 
Income more than offsets the nu- 
merical shrinkage. This gives a 
liberal increase in the potentiali- 


ties of the farm market, which 
Vill continue to improve for at 
least a decade,’ according to Dr. 
Reed 


Discussing the consumer phase 
of the agricultural market, Dr. 
Reed points cut that farmers’ in- 
come up and their debts are 
down, and there is more general 
demand for farm products; this 
trend, he predicts, will continue 
indefinitely enabling farmers not 
only to reap advantages of func- 
tional specialization, but to raise 
their standard of living. 

“The age-old sufficiency of the 
average farm family is rapidly 
disappearing. It is becoming a 
commercial undertaking rather 
than merely a way of living. To- 
morrow’s farm family will con- 
sume a smaller and small propor- 
tion of the product it grows and 
buy a larger and larger propor- 
tion ot the goods it consumes,’ 
says Dr. Reed. “In so doing, its 
standard of living will be in- 
creased in proportion to the in- 
evease in productivity of — the 
farm,” he continued. 

According to Dr. Reed’s report. 
the f population which once 
‘constituted 95% of our population 
of the na- 
such ratio 


is 


irm 
tu 
10M close to 20° 
tion’s total, the 
ym record With increased mech- 
inization, more and daugh- 
fers are leaving the farm, and the 
high farm birth rate is 
gradually decreasing. The farm 
family can now handle much 
nore land with a much increased 
gutput per person and per acre 
end at reduced costs. Therefore, 
if full economic advantages are 
to be gained by both the farmer 
and the consumer, fewer families 
and fewer people must remain on 
the farms. 

The trend is toward Tewer and 


IS 


lowest 
Sons 


isualiy 


bigger farrzs. Today there aye 
Jess than six million farm estab- 
lishments, the lowest. total since 


the 1900 census. At the same time 
the average size of farms has risen 


steadily and is now around 200 
acres. More than 70% of the 
farms are owner-operated. Ten- 


ant-onerated farms have declined 
greatly since the mid 30's. This 
cevelopment toward owner-opera- 
tion strengthens agriculture as a 


market as well as the whole 
structure of the farm itself. 
Proof of what amounts to a 


revolution in agricultural produc- 


trend, which is certain to continue, 
° 

tion and efficiency during the lasi 
decade can be found in the fact 
that today a man-hour of farm 
work turns out nearly half again 
as much total farm production as 
it did in the 1917-21 period. To- 
day one farm worker produces 
enough agricultural products to 
take care of 1315 persons in addi- 
tien to himself. He satisfied the 
wants of only nine persons in 1920 


and a century ago only 3% per- 
sons, according to the report. 
“The future market for agri- 


cultural equipment is greater than 
is commonly supposed and will be 
made up of many new purchasers 
of various types of equipment as 
‘well as present users. Even now 
almost two-thirds of all farms in 
the United States depend either 
wholly or partly on horses and 
mules for farm motive power,” 
the report says. 

Dr. Reed makes a general pre- 
diction that “Farm inecem«e wiil 
remain high so long as we enjoy 
reasonably high employment in 
our economy.’ It would even re- 
main relatively high under pres- 
ent government supports with 
unemployment anywhere’ under 
five million. About 21% million 
unemployed can be considered as 
“normal” even in prosperous 
times, he said. 

Benefitting 
farmers 
time increase 


past experi- 
did not this last 
their debts when 
they became relatively affluent. 
In fact they have done the re- 
verse and in the past decade farm 
mortgage debts have been cut by 
more than a quarter to the lowest 
level since the beginning of the 
First World War. 

The farmer has a greater mar- 


from 


ences, 


ket for his products than ever 
before. Americans are eating at 
least 15% more food per person 
and 25% more as a nation than 
before the war. There has been 
2a very great temporary increase 
in the export of American farm 


products but it will be necessary, 
once foreign relief needs are satis- 
fied, to keep exports considerably 
above pre-war levels if our 
present high production rates in 
agriculture are to continue for 
such products as grain, coitun, 
meat products and tubacco. ‘The 
report stated that “even under the 
most optimistic estimates of do- 
1estic needs, current production 
| vels of such products far surpass 
the potential home market.’ 

The report also points to the 
fact that improved living condi- 
tions on the farm are indicative of 
a bigger market. Improvement in 


the homestead itself promises an 
attractive future market for a 
great range of products. Farm 


mechanization has far outstripped 
improvements in farm buildings 
homes for people and shelters for 
stocks, crops and machines. 
TERS ct - 

New York Stock Exchange 
Weekly Firm Changes 

The New York Stock Exchange 
has announced the following firm 
changes: 


Leslie A. Cretty retired from 
partnership in Bull, Holden & 
Co., Feb. 15. 


Frank L. Sundstrom, general 
partner in Burton, Cluett & Dana. 
will become limited partner 
March 1. 

Clinton S. Beach and Harry H. 
Wickham will retire from Faroll 
& Company Feb, 28. 

Rosenbaum & Gitterman will be 
dissolved Feb. 28. 


a 


N. Y. State Sav. Banks 
Repori Record High 
Deposits in January 


More new savings were de- 
posited in savings banks in New 


York State during January, 1949, 
than ever betore in history, it was 
announced 
on Feb. 16 by 

John Adikes, Me 
President of ¢ 

the Savings 
Banks Asso- 
ciation of the 
State of New 
York. 

Gross savings 
deposits sur- 
passed $400 
million, the 
nite hes % 
amount ever 
deposited in 
any one 
month, result- 
ing in a net 
eposit increase of $75,418,000-—the 
largest net rise in over two years. 





John Adikes 


This gain is $23 million above 
January a year ago. 

At the same time more than 
138.078 savings accounts were 
opened during January, third 


highest figuie in savings bank his- 
tory, according to Mr. Adikes, who 
is also President of the Jamaica 
Savings Bank, Jamaica, New 
York. The net gain of 35,259 new 
savers has been exceeded only 
iwice—in January, 1945 and 1946. 

Accounts held by all the sav- 
ings banks in the State now num- 
ber 7,281,919, equivalent to half 
the population of New York. To- 
tal savings deposits aggregate 
$10,402,258,000. 

The $75 million gain in Janu- 
ary followed increases of $43 mil- 
lion and $67 million in November 
and December, respectively, 
bringing the total net new savings 
for the past three months to $185 


million. During the same period, 
new savings accounts rose by 


re 


72,000. 





Stanley Pelz to Be 
Partner in Grody & Co. 


Stanley Pelz has been admitted 
to partnership in Grody & Co., 40 























Stanley Pelz 


Exchange Place, New York City. 
Mr. Pelz is trading manager of the 
firm, 
a 

Open Branch for Canady 

SUMMIT, N. J.—E. Paul Emert, 
Treasurer of W. L. Canady & Co.. 
Inc., New York City, will open a 


branch office for the firm at 40 
Beechwood Road, to engage in a 


general securities business. 





Winsel Corporation 


ROCHESTER, N. Y.—The Win- 
sel Corporation is engaging in a 
securities business from offices at 
4 Treyer Street. 
LT _ 


American Israeli 


Cooperative Society, Inc. 

The American Israeli Coovera- 
tive Society, Inc., has been formed 
with offices at 55 West 42nd 
Street, New York City, to engage 
in a securities business, 
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and sleeps his business. 


| Securities Salesman’s Corner 


By JOHN DUTTON 


| The other day I had a talk with the district sales manager o 
|} company that has 34 men working out of his office. 








a 
He said he had 


| with his company for 15 years and that he actually eats, works 
Maybe that was spreading it on a bit. but 


the enthusiasm with which he approached his topic indicated at least 


that he was ‘ar from 


pany, or his 10b. 
ness, 


It seems to be 


an 


unwritten 


xaie when it came to talking about his com- 
Before 1 go on, he was not in the investment busi- 
And thut is the noint of this week’s little piece. 


iaw that successful salesmen in 


other lines of business; merchandising, advertising oy what have you, 
like to bring up the subject of their work. They are SOLD on their 


jobs. 


As + listened to this man talk, the thought went through 


ny 


mind that here was real, genuine spirit and drive, expressing itself, 
and you couldn't help feel the contagious enthusiasm of this man for 
his job—he liked it and you knew it. 


He told me about a star salesman who had been with the com- 
pany for almost ten years. He said this fellow made everything look 


easy. 
orders that he became a problem 


He loafed and still he did more business than anyone else, 


He just exerted so little effort 


and 
He be 


obtained sO many good 
in to sit around the office. 
Finally, 


Oo; 
sc 


in desperation, the sales manager said he threatened to fire him. The 
salesman told him he was crazy, that he couldn’t do such a thing, 
and they had several serious arguments until it came to a point that 
this salesman was told that sure as he was alive he would be fired 


and that the sales manager would make it stick. 


Finally the two of 


them reached a compromise and they made a deal. The sales men- 


ager made a bet that the salesman couldn't average a sale a day 
He gave him two to one odds, and he had the home office 
of 
the 


a month, 
back him 
national 


getting one 
take part of 


up 


sales 


by 
to 


or 


charge of 
he hasn’t 


in 
that 


the 
bet. 


vice-presidents 
He told me 


seen his star salesman hanging around the office since, and that he 
is going to lose his bet. Three weeks have gone by and he is only ene 
sale behind, with a week yet to go. 

This is the sort of selling drive that is going on in other lines of 


business. 


This is the way sales organizations are up on their toes 


in many other lines of endeavor. Here is a sales manager that would 
have fired his best man and his home office would have backed him 


up. 


my Old friends that has never 


I know he wasn’t talking through his hat, because he is one of 
bluffed 


about anything, He knew 


the bad effect upon the morale of a sales organization that one man 
can have. He was doing a job Of building a business and he wasn’t 
going to let one man (even his best one) stand in the way of long-run 


success. 


We have to recapture that spirit of building a business, of driving 
hard day after day for more contacts, more orders, and more lists of 
holdings to be brought in for analysis. We have to keep on working 


day after day consistently—in good markets and in bad ones. 


That 


is the thing which the securities business seems to lack at the present 


, time—-DRIVE—belief in our jobs and 


the work we are doing. In 


other lines of business this is taken for granted. The fellow who sold 
you a used car at a much higher price than you can buy one today— 


or a new one and asked for $500 over the market 


-isn’t apologizing 


because the prices are down and you can get another new car without 
paying a premium. You can be sure he isn't telling you he is sorry. 
He is saying, “I’ve got a good buy for you—things have come back to 


normal—how about a trade-in and I'll give you a real break.” 


We 


are not the only ones who have to sell ouy goods in a declining 


market, 


also selling his merchandise in a fluctuating market? 


Why should we act differently than the other fellow who is 


It is like an 


Old friend of mine once said, “I say, this is the kind of security that 


if it goes down you ought to buy twice as much.” 
plenty of it—and he worked every day when he worked, 


ness too 
and when he played, he played. 


The same good common 


sense, 


And he did busi- 


consistent work, and creative 


approach to selling securities will bring in the business just as. it 


does in any other line. 


Reports Savings Deposits Still Rising 


William L. Maude, President of National Association of Mutual 
Savings Banks, says total deposits gain made in January was 20°; 





greater than year ago. 

During January deposits of the 532 mutual savings banks of the 
ation continued the substantial gains recorded during the last iwo 
months of 1948, rising $115,000,000 to a total of $18,515,000,.G00, 
according to a report issued by William L. Maude, President, National 
Association oft °—______—— - - 
Mutual Sav- record. However, the amount 
ings Banks withdrawn was also large, being 
and President, | exceeded only in July, 1948. The 
The Howard | amount deposited was 8% greater 
Savings jand the amount withdrawn +7 
Institution, | greater than for the corresponding 
Newar k month last year. The excess of 
4. a | $80,000,000 of regular deposits 

Allowing 'over withdrawals was greeter 
for seasonal than for any month in 1948 except 
factors, the , December. 
showing in =| Reversing the trend evidenced 
January was fi since the first-quarter of 148, 
relatively | savings banks during January in- 
more favor- creased their holdings of U. S. 
able than in Governments by $110,000,000. This 


William L. Maude 


December, Mr. 
Maude said, 
pointing out that the gain in total 
deposits in January was 20% 
greater than the gain in January, 
1948 whereas the gain in Decem- 


ber was only 9% greater than in 
December, 1947. 
The amount reccived from de- 


positors in regular accounts 
($586,000,000) was the highest on 





compares with a gain of $35,000,- 


000 a year ago. In addition, the 
savings banks added $55,000.0000 
to their portfolio of mortgage 


loans and $38,000,000 to their in- 
vestments in corporate and mu- 
nicipal securities. To make these 
investments, funds obtained from 
depositors were supplemented by 
a reduction of $82,000,000 in hold- 
ings of cash. 
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Snyder Reviews EGA Progress and Problems 


As spokesman for National Advisory Council on International Mone- 

tary and Financial Problems, he reports to Senate Foreign Relations 

Committee on progress of the nations receiving ECA aid and urges 

continuation of program. Opposes reducing value of European 
currencies in terms of dollars. 


Secretary of the Treasury John W. Snyder appeared before the 


Senate Committee on Foreign Rel: 


itions on Feb. 16, to report on the 


progress of the European Recovery Program and to present the rec- 


ommendations of the National 
Monetary and Financial 
Cabinet officers are members. 
mittee follows: 


Last 
ruary I ap- 
peared before 
this Commit- 
tee to present 
the recom- 
mendations of 
the National 
Advisory 
Council on 
International 
Monetary 
and Financial 
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John W. Snyder 


gram, Those recommendations, 
as you know, were with some 
modifications incorporated into 


the legislation. 

My purpose in coming before 
you today is to review what has 
been accomplished under those 
provisions and to recommend the 
policies which, in the opinion of 
the Council, the United States 
Government should follow with 
regard to these matters in the 
course of the coming year. Am- 
bassador Harriman and the Chiefs 
of the ECA missions have 
reported to you at considerable 
length on the conditions prevail- 
ing in the various countries, Ac- 
curdingly, I shall not attempt a 
general review of the situation in 
the participating countries. I shali 
emphasize, however, a few points 
which are particularly signifcant 
for the more strictly financiai 
aspects of the program, 

We are convinced that the suc- 
cess of the program will depend, 
in very large measure, on the at- 
tainment of internal financial sta- 
bility in the participating coun- 
tries. Without financial stability, 
participating countries will be un- 
able in 1952 to balance their ac- 
counts without dependence upon 
extraordinary United States assis- 
tance. The various financial as- 
pects of the program are mutually 
related. Thus the establishment of 
valid exchange rates is contingent, 
in large part, on the establishment 
of internal monetary and financial 
equlibirum and, conversely, in- 
ternal financial equilibrium can 
greatly be facilitated by a system 
of appropriate exchange rates. 


Some of the countries partici- | 
pating in the program have made 
substantial progress toward at- 
taining internal financial stability. 
Inflationary rises in prices have 
been arrested—not in all cases, 
but in many. In several of the 
countries, notably Italy, the mone- 
tary authorities have carried out 
a program of restricting bank: 
credit through limiting the total 
amount of credit which the banks 
may advance to their customers, 


thus requiring the rationing of 
available funds. The govern- 


ments have, to a considerable ex- 
tent, reduced the rate of infla- 


tionary borrowing from _ the 
central banks, or otherwise, by 


bringing their budgets closer to 
balance. Both of these measures 
have the effect of keeping down 
the supply of money and so tend 
to keep prices in line with the} 
available supplies of goods. Of 
course, the mere fact of greater 
availability of goods also has had 
the effect of checking price} 
rises. Progress in this area has 
been considerable. There may be | 
difficulties in the future, however, 
in the case of countries whose 
situation is usually characterized | 


Advisory 
Problems, of which he and several other 
His prepared statement to the com- 


Feb-* 


| purposes of the Act. 


Council on International 


as “suppressed inflation.” In these 
countries: expendable income has 
increased more than proportion- 
ately to the supply of goods, but 
the rise in prices has been pre- 
vented by rationing, price con- 
trols, and subsidies to consumer 
goods or imported items. The re- 
sult has been an excess of idle 
funds which, though less danger- 
ous than open inflationary pres- 
sures, has reduced incentives and 
distorted production and trade. In 
the past year a notable effort has 
been made by several countries 
to reduce this excess either by a 
surplus in the budget (as in the 
United Kingdom), or by monetary 
conversions (as in Germany and 
Austria). 
Program for Budget Balancing 
To combat inflation, it is neces- 


sary for the governments to bal- 


ance their budgets, or to achieve 
budgetary surpluses. This has 
been done in some instances. In 
others more effort is needed to 
increase revenues and to eliminate 
unnecessary expenditures. It is 
recognized that it may be difficult 
to cut expenditures, particularly 
at times when governmental as- 
sistance is required for recon- 
struction. Practically all of the 
countries have formulated pro- 
grams for increasing their reven- 
ues by the adoption of new taxes, 
or increasing the rate of old taxes, 
and improving administration. 
Unfortunately, in a few instances 
these programs have not got be- 
yond the project stage. We are 
proposing to finance this program 
in the United States within a bal- 
anced budget. We may reason- 
ably expect that the recipient 
countries will at least make great- 
er efforts to put their financial 
houses in order. I do not mean 
to say that they should adopt the 
precise tax measures which we 
use in this country. It is reason- 
able, however, to expect that the 
countries which are receiving aid 
from us should use their own tax- 
ing powers to the fullest practical 
extent. 

Closely connected with the 
problem of inflation is the use of 


ithe local currency counterpart of 
United States 


assistance made 
available on a grant basis. In ac- 
cordance with the Economic Co- 
operation Act, each recipient 
country has established an account 
with iocal currency equivalent to 
the amount of grants received. 
The law and the bilateral agree- 
ments, which we have made with 
each of the countries, provide that 
these moneys may be spent only 
with the approval of the United 
States Government, and in each 
case the policies involved in this 
expenditure have been reviewed 
by the Economic Cooperation Ad- 
ministration and the National Ad- 
visory Council. 

In accordance with the terms of 
the Act, the local currency funds 
are available for the reduction of 
public debt, expenditure for capi- 
tal reconstruction, and other pur- 
poses conducive to attaining the 
This is broad 
authority, which should be used 


‘to aid in the process of financial 


stabilization. Impounding' these 
funds in the special account has a 


| certain counter-inflationary effect 


by withdrawing money from cir- 


‘culation. This may be offest, how- 


ever, by other inflationary ten- 
dencies in the economy. Thus it 


| would be of:no avail if the funds 


were used for the retirement of 


the public debt, if at the same 
time new public debt cbhligations 
are sold. Where, as in the case 
of Britain, there is a budgetary 
surplus, it is appropriate to use 
the local currency proceeds to re- 
duce the government’s debt. On 
the other hand, the beneficial ef- 
fects of debt retirement are nulli- 
fied if a country is surfering from 
inflation and this inflation is con- 
tinued through governmental bor- 
rowing, or if the private pur- 
chasers of the goods received as 
aid get their funds by borrow- 
ing from commercial banks. In 
fairness, I should note that where 
an inflationary situation of this 
sort continues, little could be 
gained by withholding’ these 
funds from _ the government 
unless it is pussible to avoid bor- 
rowing ‘an equal amount. The 
use of local currency to finance 
projects of capital development is 
also inflationary, to an extent, but 
may be justified if other counter- 
inflationary measures are take, 
or where the effect of the capital 
construction will be to 
bottlenecks in the economy, or to 
provide other capital facilities 
which will increase production 
more than proportionally to the 
amount expended, 

The use of the counterpart 
funds in each case must be care- 
fully considered in the light of 
prevailing conditions. In some 
cases partial release of these funds 
has been practically necessary to 
forestall worse fiscal and political 
difficulties. Moreover, by permit- 
ting the use of the counterpart 
funds, we can induce participating 
governments to direct their ex- 
penditures into the proper chan- 
nels, even though we are not able 
to bring into effect the full coun- 
ter-inflationary impact. 

In the opinion of the Council 
no change is necessary in the leg- 
islation covering the use of coun- 
terpart funds, It is expected that 
in the coming year they will be 
utilized with increasing effective- 
ness, and, as conditions in the Eu- 
ropean countries improve, they 
May serve as a very real factor in 
bringing about ultimate stabiliza- 
tion. To be effective, however. 
the local currency account must 
be used in conjunction with other 
measures for attaining fiscal and 
monetary equilibrium. 


Expert Efforts 

In addition to internal stabili- 
zation measures, greater efforts 
must be made by the European 
countries in their export efforts 
so that they can become self-sup- 
porting in their international 
transactions after 1952. We all 
recognize, Mr, Chairman, that this 
is a problem of both production 
and international] trade. With only 
a few exceptions, the ERP coun- 
tries have reacned a level in their 
production equal to or above their 
prewar levels, although, of course. 
population has increased in the 
meanwhile. To a considerable ex- 
tent this improvement has been 
the consequence of United States 
assistance in the period before and 
since the start of ERP. Produc- 
tion targets for 1952 should be 
reached if we continue aid at the 
decreasing scales which we an- 
ticipate for the fiscal years 1951 
and 1952. 

But, to repeat, this will solve 
only part of the problem. The 
other part is how these countries 
can Obtain enough dollars after 
1952 to pay for the volume of im- 
ports from the dollar area that 
will be essential to maintain their 
levels of production and _ stand- 
ards of living. They will not be 
able to do this without extraordi- 
nary assistance from this govern- 
ment unless they sell a greater 
volume of goods and services to 
the Western Hemisphere and un- 
less American investors are will- 
ing to invest in European securi- 
ties, or by directly investing new 
capital in productive plants there. 
Prior to the war the European 
countries regularly had a moder- 
ate deficit in their bilateral bal- 
ances of payments with the United 


relieve. 


States. They bought from us more 
than they sold to us, and they 
made up the difference, in part 
by receipts from investments here, 
and in part by sale of goods to 
Latin American, African, and Asi- 
atic countries, which had a cur- 
rent surplus of dollars and gold. 
To a considerable extent this tri- 
angular settlement of balances will 
again play an important role, We 
will probably continue to buy 
more from Brazil than we sell to 
Brazil. We will continue to pur- 
chase rubber and tin and copra 
from the East. To an increasing 
extent we may buy petroleum, 
wood pulp, and iron Ore abroad. 
The European countries will be 
able to cover part of their deficit 
with the United States by earning 
some of these dollars, but the ba- 
sic task will still be to increase 
sales to this country and to Can- 
ada, Latin America, and other 
countries, 
Exchange Rates 

This brings us directly to the 
question of exchange rates. Since 
the war some of the European 
countries have restored their pre- 
war levels of exports. The total 
value of exports Nas increased, In 
many cases, over the prewar level, 
even after making due allowance 
for the increase in prices which 
has taken place. But not all coun- 
tries have accomplished this. In 
several countries the ratio of ex- 
ports to total national income is 
considerably lower today than it 
was in 1937 or 1938. These coun- 
“tries have chosen to use a larger 
part of the resources available to 
them for more rapid domestic re- 
construction and less to regain 
their foreign markets. To a cer- 
tain extent, however, there has 
been a misdirection of trade. A 
relatively larger percentage of ex- 
ports has moved to other European 
countries and their Overseas terri- 
tories, rather than to the dollar 
area. This results, in part, from 
traditional methods of doing busi- 
ness, from the adaption of prod- 
ucts to the European market an‘ 
from the existence of bilateral 
trade and payments agreements. 
Moreover, American exports ot 
the type of goods formerly ex- 
ported by Europeans have in- 
creased, 

In some quarters it is believed 
that the problem of the Western 
Hemisphere deficit could be solved 
simply by the reduction of ex- 
change rates against the dollar. 
The argument runs that European 
currencies are overvalued with 
respect to the dollar, and that an 
adjustment of the exchange rate 
would of itself be sufficient to 
bring about equilibrium. While 
undoubtedly exchange rate modi- 
fications may be in order for some 
of the ERP countries in the nea} 
future, the problem can readily 
be over-simplified, if the ex- 
change rate is regarded independ- 
ently of all the other factors 
which make up the international 
balance of payments. 

The question of deciding what 
is the appropriate exchange rate 
for a particular country is a very 
difficult matter. Some people have 
looked at the black market rates 
for the dollar either in the coun- 
try concerned, or, say, the rate for 
a given currency in the free mar- 
kets of Switzerland. It has been 
suggested that if the countries de- 
valued to levels corresponding to 
these black market rates, exchange 
rates would be at the proper level. 
This is a misconception. Black 
market rates are “bootleg” rates 
applying principally to transac- 
tions in currency notes. This cur- 
rency may be used for travel ex- 
penditures, or it may be used for 
illicit operations by way of capi- 
tal transfer or of imports contrary 
to regulations. These, obviously, 
are not fair measures of the value 
of a currency. To a certain extent 
these rates may merely indicate 
that a country has an effective 
system of controlling the move- 
ment of currency into its territory, 
which serves to increase the dis- 


count at which people are will- 
ing to sell it illegally. 

Others have talked about ex- 
change rates in terms of the pur- 
chasing power of currencies or the 
relative levels of prices. In 1946, 
in terms of relative prices, many 
European currencies were over- 
valued. The situation has changed 
considerably with the rise in 
prices in the United States so that 
some currencies, which appeared 
grossly overvalued in 1946. ap- 
pear to be somewhat less over- 
valued today, while other curren- 
cies might even be regarded as 
undervalued in terms of their pur- 
chasing power, in comparison 
with the purchasing power of the 
dollar. It is, as a matter of statis- 
tics, difficult to compare the pur- 
chasing power of various curren- 
cies at a given point of time. 
Even if one could make a satis- 
factory statistical comparison, it 
would be no means determine 
what the appropriate rate of ex- 
change is. A comparison of pur- 
chasing powers is significant 
mainly as an indication of the 
relative ability of countries to ex- 
port. Undoubtedly, an overvalued 
currency provides:-an incentive for 
imports and discourages exports. 

It would be a tragic mistake to 
act on the assumption that at the 
present time devaluation would, 
of itself, solve the problem of 
Europe. As an abstract theoretical 
proposition, one might argue that 
the exchange rate adjustment can 
bring about an equilibrium in the 
balance of payments of a country. 
But through this process imports 
would be prohibitively expensive, 
while exports could probably be 
sold here in larger volume. This 
could. not be done, however, for 
most of these countries, and still 
maintain a tolerable standard of 
living. The effect would be to im- 
poverish and starve their peoples 
and to reduce them to levels 
Which would be destructive of 
economic recovery and would im- 
peril political stability. Obviously, 
this is not the purpose of the pro- 
gram, which aims at restoring the 
economic life of these countries 
to a point where they are able to 
Dlay their part in a_ peaceful 
democratic world. 

When I discussed the exchange 
rate question with this Committee 
a year ago, I pointed out to the 
Committee that the modification 
of exchange rates may have seri- 
ous repercussions on the domestic 
economy of the country concerned. 
Devaluation implies a_ rise in 
prices of imported foods and raw 
materials unless the difference is 
inade up by subsidies. Premature 
cevaluation may thus have the 
effect of increasing inflationary 
pressures and may, therefore, give 
only a temporary stimulus to ex- 
ports. Since devaluation may have 
adverse internal political conse- 
quences, governments are reluec- 
tant to change their rates until 
the need is clearly demonstrated. 
Consequently, the exchange rate 
must be considered along with the 
other measures of internal finan- 
cial stabilization. 

The National Advisory Council 
has studied this question from 
time to time over the last year, 
and we did not conclude that the 
time was ripe for widespread ex- 
change rate adjustments. This 
does not mean that we will hold 
to the same views in 1949. In 1948, 
levels of production in some of 
the European countries were still 
low. They have improved con- 
siderably and it appears to us that 
soon they must take greater ef- 
forts to balance their accounts. 
The Council believes that the ex- 
change rate question should be re- 
viewed with a number of the 
European countries in the course 
of the next year. The objective 
will be to explore with these 
countries the extent to which they 
can improve their balance of pay- 
ments position with the Western 
Hemisphere, and whether or not 
changing the par values of their 
currencies will be conducive to 
this result. We recognize that this 
is an eXtraordinarily difficult 
problem which will require the 
most careful consideration, and 
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the utmost secrecy in discussion. 
In years gone by, the United States 
Government generally took the 
position that the rate at which a 
country bought and sold dollars 
was primarily its concern. Now, 
however, when we are contrib- 
uting billions of dollars to build 
up the European economies, it 
becomes a matter ot grave direct 
insotar as the ex- 
change which a country 
may be pursuing tend to retard its 
exports or misdirect its trade and 


eoncerhn to us 
policies 


increase its Western Hemisphere 
deficit, and thus indirectly in- 
crease its calls upon the United 
States for assistance. Where an 
exchange rate adjustment is in- 
dicated, a member country will 


be expected to propose a new par 
value to the International Mone- 
tary Fund. 


duestion of Repayments 

The problem of balancing their 
international accounts leads to the 
question of the extent to which 
the participating countries should 
be required to repay the United 
States for the assistance granted. 
A year ago it was agreed in the 
discussion with this 
that the loans to the 
countries should be good 
that could be repaid. In view cf 
all of the uncertainties of the situ- 
ation, we were hesitant to give a 


European 


very precise estimate of the 
amount of the assistance to be 
provided which could be repaid 


without interfering with the ob- 
jectives of the program. At the 
time it was estimated that about 
20% of the aid could be extended 
on a loan basis. With a year’s ex- 
perience of the program behind 
us, these prospects have been re- 


examined in the light of the 
changing world situation. 

As the legislation came from 
Congress, a billion dollars was 
specifically authorized to finance 
loans and guaranties. As you 


importance 
Western Eu- 


know, it is of great 
that the countries of 


rope should, at the end of the 
program, be in a position to fi- 
nance their further economic de- 
velopment by attracting private 
capital from this country, or by 
borrowing on a-:sound basis from 
interrational or other lending 
agencies. To the extent that these 
countries emerge from the pro- 
gram with a burden of fixed an- 
nual charges on existing dolla 


indebtedness, their ability to at- 
tract private capital will be re- 
duced. Many of these countries 
have already contracted substan- 
tial dollar debts in connection 
with their earlier reconstruction 
expenditures. If these countries 


had to obligate themselves for 
too large amount of additional 
loans under this program, it is 
clear that the longer term objec- 


tives of the program would bs 


endangered. The transition from 
government financing to private 
investment to supply the dollar 


needs of the European countries 
after 1952 will not be easily made, 
and we should not make it more 
difficult by imposing rigid charges 
for each year of the ERP program. 
Moreover, the burden of addi- 
tional debt payments would 
gravate greatly the international 
repercussions of an economic re- 
cession here or abroad. 

We fully recognize, however, 
that some countries will be in a 
better position to repay than 
others. The effect of the war on 
the balances of payments of the 
participating countries has varied 
greatly. Some of them have al- 
ready attained.a high level of pro- 
duction, and some of them are in 
a better international situation 
than others, in the sense that then 
international accounts more closc- 
ly approach the balance which we 
expect for all countries in the 
years after 1952. 

For these reasons the Nationa! 
Advisory Council is of the opin- 
ion that the authorizing legislation 
for fiscal 1949-50 should not ear- 
mark a specific portion of the 
total aid for loans. We believe it 
would be better policy for Con- 
gress to make the total available 


a= 
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in the form of appropriation. The 
Administrator for Economic Co- 
operation should be authorized, 


with the advice of the National 
Advisory Council, to determine 
when aid should be on a loan 


basis and ii what amount. Aid for 


the regular ERP program wouid 
be extended on a loan, or part- 
loan basis to some _ countries 
which, in the long-run, will have 


vreatcr ability to earn dollars and 
other foreign exchange and do not 
at wresent have heavy’ debt 
charges. A prudent use of the dis- 
cretionary power requested by the 
\dministrator and the Council! 
will keep the field open for long- 
range investment prejects by th 

private capital market. the Ex- 
port-Import Bank, and the Inter- 


national Bank. These institutions 
can supply capital needs of the 
type that constitute good inter- 


national investments. Some _ of 
these projects can be undertaken 
before i952, and it is important 
that our volicy should. not hinder 
the renewal of sound international 
investment after the European Re- 
covery Pregram ends. 

Last year I advised this Com- 
mittee that it was the belief of the 
Council that we should provide to 
the countries receiving aid under 
the European Recovery Program 
information which weuld enable 
them to secure cortrol over the 
blocked dollar assets of their citi- 
zens. You will recali that not- 
withstanding the fact that the cer- 
tificatiGn procedure then in ef- 
fect channeled to the recipient 
countries information with respect 
to certain blocked assets, many 
citizens of those countries were 
able to maintain concealed blocked 
assets in the United States. The 
proposal of the Council which I 
outlined to this Committee has 
been put into execution. A census 
was taken of all assets which re- 
mained blocked in this country as 
of June 1, 1948, and by the end 
of September appropriate infor- 
mation with respect to property 
worth approximately half a billion 
dollars and disclosed by the census 
was placed in the hands of coun- 
tries to which we are extending 
assistance. In this way informa- 
tion about a considerable portion 
of the assets was made available 
for the first time. On October 1, 
jurisdiction over assets remaining 
blocked was transferred to the Of- 
fice of Alien Property in the De- 
partment of Justice and that Of- 
fice is now in the process of deal- 
ing with them. 

We have also given further study 
to the gold and dollar balances 
of the countries receiving aid. In 
our resurvey we have concluded 
that one of the countries receiving 
grants -has gold and dollar bal- 
ances in excess of its require- 
ments for normal trade and mone- 
lary reserves. While a few coun- 
tries have increased their re- 
serves by a small amount in the 
last year, the ERP countries and 
their dependencies as a whole ap- 
to have drawn down their 
balances about $364 million be- 
tween March 31 and Sept. 30, 1948, 
despite the amount of aid given. 
To some extent these balances 
will be restored by the ultimate 
settlement of the ECA accounts. It 
is clear that allocations of assist- 
ance in excess of balance of pay- 
ments requirements should not be 
made to the recipient countries 
for the purpose of building up 


their foreign exchange’ reserve 
positions. At the end of the pro- 
gram, when we expect trade to 


return to normal channels with- 
out further United States assist- 
ance, reasonable reserves of gold 
and dollars will be indispensable 
for ordinary trade and commerce. 

As we review the experience 
of the past year, certain things 
stand out and furnish a basis for 
judgment as to future prospects. 
There have been notable signs of 
improvement in the financial situ- 
ation in Europe. Some countries 
have reacned a reasonable degree 
of internal financial — stability 
with balanced budgets, adequate 
taxes, and fairly stable price lev- 





els. In other countries these re- 
sults are anticipated for the 
future. Although appropriate fi- 


nancial measures have not yet in 
all cases been put into execution, 
they are receiving consideration 
and we are looking forward to the 
implementation of adequate finan- 
cial programs in the course of the 
coming year. It is my belief that 
except for the intervention oi! 
some untoreseen drastic deteri- 
oration of the international situa- 


tion, we can look forward to a 
period of reasonable financial 
stability of 1952. 

a 


H. Y. Gurb Bisciplines 
Two Speciatisis 


The New York Curb Exchange 
announced on Feb. 15 that its 
committee on floor transactions 
has investigated the conduct on 
Jan. 10, 11 and 12, 1949, of Murray 
Furman and George J. Peters as 
joint-account specialists in a com- 
mon stock dealt in on the ex- 
change and the conduct in this 
connection of a commission broker 
who held a customer’s order for 
the sale of a substantial number 
of shares of the stock. 

The committee found that these 
specialists, having knowledge of 
the existence or probable exist- 
ence on those dates of the order 
held by the commision broker, 
had on Jan. 12, 1949, failed to be 
cooperative in the execution of 
the brokerage order and had 
thereby effectually hindered the 
execution of the order. The com- 
mittee found that Mr. Furman 
was the active participant in and 
chiefly responsible for these un- 
cooperative actions, while Mr. 
Peters merely acquiesced therein 
and took no affirmative steps to 
correct the same. 

The committee further found 
that Mr. Furman as a specialist 
had engaged in improper conduct 
on Jan. 12, 1949, in that, without 
consulting the commission broker, 
he had endeavored to circumvent 
the commission broker by directly 
communicating with his principal 
and submitting a bid for the 
stock and impugning the commis- 


sion broker’s ability in handiing 
the order. The committee is in- 
formed that, subsequently, on 


Jan. 13, 1949, the above-mentioned 
order was executed by the com- 
mission broker through a sale to 
the specialists at a price satisfac- 
tory to the customer. 

The committee imposed upon 
Mr. Furman fines aggregating 
$500 and revoked for 60 days his 
registration as a specialist in ail 
stocks in which he is registered 


on the exchange. The committee 
imposed upon Mr. Peters a fine 
of $250. 

— = ee 


With Merrill Lynch Co. 

(Special to THE FINANCIAL CHRONICLE) 

NEW ORLEANS, L.A.—Philip E. 
Holland. Jr. and John H. Williams 


are with Merrill Lynch, Pierce, 
Fenner & Beane, 818 Gravier 
Street. 
a ee 
Clayton Securities Adds 


(Specis: to THe FINANCIAL CHRONICLE) 

BOSTON, MASS.—Clayton Se- 
curities Corp., 82 Devonshire 
Street, has D. Bur- 
goon to their staff. 


With R. L. Day & Co. 


(Special to THE FINANCIAL CHRONICLE) 

BOS TOWN, MASS, — Paul. V. 
Roche is with R. L. Day & Co., 
111 Devonshire Street, members 
of the New York and Boston Stock 
Exchanges. 


Two Join R. H. Johnson 


(Special to THE CHRONICLE) 

BOSTON, MASS.—4J. Erwin Hy- 
ney and Seymour T. Pearlman are 
with R. H. Johnson & Co., 30 State 
Street. 


added James 
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Edward Werle Re-elected Chairman of 


New York Curb Board of Governors 
Mortimer Landsberg Elected Vice-Chairman 


Edward C, Werle, a partner in the firm of Johnson & Wood, was 
elected chairman of the board of governors of the New York Curb 
Exchange at the annual election held by exchange members, it was 
Truslow, 


e _ 


announced by Francis Adams 
It will be Mr. Werle’s third con- 
secutive term in that office. 

The entire slate proposed by the 
nominating committee was elected 
to office. Harold J. Brown, of 
Brown, Kiernan & Co.; Charles J. 





Edward C. Werle Mortimer Landsberg 


Kershaw, of Reynolds & Co:: 

ortimer Landsberg, of Brick- 
man, Landsberg & Co.: Edward 
A. O’Brien; and Alexander R. 
Piper, Jr., of Paine, Webber, 
Jackson & Curtis, were elected to 
three-year terms as class A gov- 
ernors of the Curb Exchange. Mr. 
Piper will be a new member of 


the board. Mr. Brown and Mr. 
Landsberg have served as gov- 
ernors in the past. Mr. Kershaw 


and Mr. O’Brien were reelected. 

Jacob S. Ejisinger, of Cohen. 
Simonson & Co.; Thomas F 
Fagan, of Moore & Schley 
Charles Moran, Jr., of Francis I 
duPont & Co., and Walter T 
O’Hara, of Thomson & McKinnon, 
were elected to serve for three 
years as class B members of the 
board. 

Robert C. Van Tuyl, of Shear- 
son, Hammill & Co. were elected 
to serve for two years as a class | 
governor to fill a vacancy createc 
by the resignation of Bayard C 
Hoppin, of Hoppin Bros. & Co. 

Clarence L. Eckstein and George 
Herrel were reelected trustees of 
the Curb Exchange gratuity fund 
to serve for three years. 

Mortimer Landsberg, of Brick- 
man, Landsberg & Co., was elec- 
ted Vice-Chairman of the Board 
of Governors of that Exchange 
for the ensuing year at the 39th 
annual organization meeting of 
the board. Mr. Landsberg suc- 
ceeds Andrew Baird of Joseph- 
thal & Co. 

The board approved the reap- 
pointment by Mr. Truslow of Ed- 
ward F. Barrett, President of 
Long Island Lighting Co., and 
Benjamin H, Namm, Chairman of 
Namm’s, Inc., as Public Govern- 
ors of the Curb Exchange. 

Standing committees appointed 
by Mr. Truslow to direct the ad- 
ministration of the Exchange for 
the year were also approved. 
Committee Chairmen include: Ex- 


|ecutive Committee, Edward C. 
Werle, who is Chairman of the 
Exchange Board; Committee on 


Securities, Howard C. Sykes; 
Committee on Outside Supervi- 
sion, Charles Moran, Jr., Francis 
I. du Pont & Co.; Committee on 
Floor Transactions, James R. 
Dyer, Dates & Dyer; Committee 
on Finance, Mr. Landsberg; Com- 
mittee on Admissions, Charles J, 


; Kershaw, Reynolds & Co.; Com- 


mittee on Arbitration, Edward J. 
Bowler; Committee on Public Re- 
lations, Harold J. Brown, Brown, 
Kiernan & Co.; Committee on 
Business Conduct, Edwin Posner, 
Andrews, Posner & Rothschild: 
Realty Committee, Carl F. Cush- 
ing, W. E. Burnett & Co. 

Curb Exchange officers reap- 
pointed by the Board included 
Charles E. McGowan, Vice-Presi- 
dent and Secretary; Christopher | 
Hengeveld, Jr., 





market employee for Aymar John- 


Vice-President | 1948. 






















































































































































































President of the Exchange. 


and Treasurer; Martin J. Keena, 
Vice-President; Joseph R. Mayer, 
Assistant Treasurer. H. Vernon 
Lee, Jr., was reappointed Director 
of Pubiiec Relations and Wilmont 


H. Goodricn, Director of the 
Building Department. 
A governor of the Curb Ex- 


change for the past five years, Mr. 
Werle has been continuously ac- 
tive in Exchange affairs. He 
came to Wall Street in 1919 as a 
page boy on the floor of the New 
York Stock Exchange, thereafter 
becoming associated with several 
brokerage firms. He entered the 
employ of Johnson & Wood in 
1923 and was appointed salaried 


son, of Johnson & Wood, in 1928. 
In 1940, he was made a partner 
of that firm and acquired his 
membership on the Curb. He is at 
present Chairman of the execu- 
tive committee and has served in 
the past on many of the other 
standing committees of the Ex- 
change. 

Mr. Piper, the only new class A 
governor of the Exchange, began 
his financial career with De Cop- 
pet & Doremus in 1933. In 1934, 
he became a New York Stock Ex- 
change member and_ associate 
broker for that firm. A partner- 
ship in Howell, Douglass & Co. 
followed in 1935 and he continued 
the association with the merged 
firm of Eastland, Douglass & Co. 
in 1938. He became a partner in 
Granberry & Co. in 1940 and, re- 
tiring from that firm in 1941, wes 
made a partner in Jackson & 
Curtis. He continued as a part- 
ner when that firm merged with 
Paine, Webber & Co. as Paine, 
Webber, Jackson & Curtis. Mr. 
Piper became a regular member 
of the New York Curb Exchange 
in 1946. 

Mr. Brown served as a governor 
of the Curb Exchange for a period 
of 10 years from 1929 to 1939, 
during which time he was active 
on many of the standing commit- 
tees of the Exchange. 

Mr. Landsberg first became a 
Governor of the Exchange in 1917 
and has since served many times 
in that capacity, his most recent 
term having expired in 1948. He 
has held membership on many of 
the important committees of the 
Curb Exchange over the years and 
has been a member of the firm of 
Brickman, Landsberg & Co. since 
1928. 

Messrs. Eisinger, Fagan, O'Hara 
and Van Tuy! will serve as class 
B governors for the first time. 


After practicing law in New 
York from 1921 to 1929, Mr. 
Eisinger became a= partner in 


Cohen, Simonson & Co. and has 
since continued in that capacity. 
A former window clerk on the 
old outdoor Curb Market on 
Broad Street with H. D. Fransioli, 
a broker, Mr. Fagan became a 
broker with Richmond & Myles 
in 1918, acting as their Curb rep- 
resentative in the old outdoor 
market. He continued in that ca- 
pacity after the firm merged with 
Moore & Schley in 1919, Elected 
a partner in that firm in 1929, he 
became a member of the New 
York Stock Exchange, which 
membership he still holds, 
Discharged from the United 
States Navy in 1946 with the rank 
of Commander and a recipient of 
the Navy Secretary’s Commenda- 
tion Ribbon, Mr. Van Tuyl began 
his Wall Street career in that year 
as office manager for Shearson, 
Hammill & Co. He was made a 
partner in that firm in January, 
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As We See It 


(Continued from first page) 
good while past that the state of business during the re- 
mainder of this year of our Lord, 1949, must in greater 
degree than at any time since the end of the war depend 
upon the attitude of the ordinary consumer. 


This latter individuai can buy freely and keep the 
economy going along its rather merry way, or he can 
be persuaded to “hold off” in the expectation of getting 
better values at a slightly later date—or, if he has been 
made sufficiently uncertain of the future, and particular- 
ly of the future of his job, he can withdraw largely from 
the markets, throw out a sea anchor and wait. Certainly 
it the rank and file are as easily influenced in their day- 
to-day economic behavior as they are in their voting, and 
influenced by the same kind of thing, the chatter during 
and since the political campaign last autumn must have 
had some effect at least upon consumer attitudes. And 
one is obliged to wonder whether what is being said now 
is not as likely to add to rather than reduce uneasiness 
in the mind of the man in the street. He may or may 
not ever have heard of the poet, but in words of his own 
he must be muttering in effect that the lady is protest- 
ing too much. 

Readjustments Difficult 

But such matters are guess-work now, and will remain 
;o until the future discloses the facts. Meanwhile, there are 
certain other matters to which the thoughtful are doubtless 
giving their attention. In all that is being said, or very 
nearly all of it, there is the implication that certain “‘read- 
justments” can ke readily and quickly made which would 
set things aright. “The time has come,” so these commenta- 
tors appear to be saying, ‘“‘to squeeze the water out of the 
Situation. Let’s get at the task and then proceed. Fortu- 
nately, the economy is fundamentally sound, and we can 
soon be on our way again.” Now, without committing our- 
selves at all as to whether or not we have now reached this 
or that stage in the business cycle, we are quite certain that 
a good many interrelationships in the economy are not what 
they should be, and at that at some time or other a “‘cor- 
rection” will take place. 

Let us assume for the moment that such a time has 
arrived—as many in Washington appear to suppose. Is 
it also true, as the political powers also insist, that such 
readjustments as are indicated can be made readily, 
quickly and with a minimum of shock at the present 
iime? It seems to us that there is just one answer to this 
question, and that is that they can not be—unless very 
superficial changes are all that are required. 





Fundamentals in the Picture 
As never before, the economy of this country is shot 
through with rigidities. Chief complaint, particularly from 
the politicians, is directed at consumers’ prices. It is appar- 
ently supposed that were some way found to reduce these 
consumers’ prices without at the same time substantially 
reducing the current income of the great rank and file, the 
problem of perpetuating “prosperity” would have _ been 
solved. 
This argument seems to us to be in some respects 
a variant of the familiar “lack-of-purchasing-power” 
reasoning, and at the very least very substantially to 
over-simplify the requirements of the situation. How- 
«ever, since it embodies in a rough and ready way one 
of the prerequisities of any return to a thoroughly sound 
economy, it is worth examining some of the problems 
such a readjustment must face at the present time. Of 
course, We may dismiss as fantastic the notion that busi- 
ness should or could operate permanently, or even over 
considerable periods of time, without reasonable profit. 
Naturally, any business enterprise must be prepared 
now and then to face the necessity of operating at a loss 
tor a limited period of time. This it is often obliged to 
do in order to be in a position to reap the profits which 
come in some later and more favorable period. But these 
intervals are at best necessary evils, and are in a broad 
economic sense helpful or even tolerable only because 
they may impose conditions under which enterprise is 
. able to slough off conditions which have been burden- 
some and harmful in the past. 


Wages and Profits 

A general reduction in wages, particularly in those seg- 
ments of the economy where wages have risen at an extraor- 
dinary rate or where they have got most out of line with 
what is done to earn them, might well be a step in the right 
direction. It would tend to reduce at least some of the prices 
consumers have now to pay, and these reductions probably 
would be more general and more extensive on the whole 





than any resulting reduction in purchasing power. But the| 
| wage structure, whatever else may be said of it, is today| 
almost an untouchable, and it is most untouchable, possibly, 
in those trades where extraordinary conditions and union 


monopoly have imposed the worst abuses. 

Profits are, of course, much more vulnerable. All 
the screaming in Washington notwithstanding, the econ- 
omy of the United States is today mostly competitive 
outside of labor circles. But current profits about which 
so much is being said could furnish much less of a 
cushion than is realized. They grow for the most part 
out of enormous volume. They could disappear almost 
overnight without much reduction in selling prices. 
Moreover a number of higher cost factors are even now 
only coming through to the consumers’ markets. More- 
over, it is the effort of the Administration to keep agri- 
cultural products, that storehouse of raw materials. 


from declining. 


The Real Solution 


in the productivity of labor—that is, in the willingness and 


the determination of each worker to produce as much as 


could be reasonably expected of him from Monday morn- 
ing to Monday morning. That could be accomplished by a 
mere change in the attitude of the men or by a longer work 


week or by the two in combination. 


for the economy. 


But will the unions permit it—to say nothing of en- 


couraging it? 


The answer to that question, obvious 


enough we are afraid, points to another of the rigidities 


in the economy. 


The New Labor Bill 
—Threat to Freedoms 


(Continued from page 4) 


L. R. Boulware, who is our vice- 
president directly responsible for 
employee and union matters, to 
make specific recommendations 
based on our experience. 


Communism Not only as a 
private employer, but as a con- 
tractor for the Atomic Energy 
Commission, we believe the labor 
law should require atfidavits of 
both company and union officials 
that they do not belong to the 
Communist party or to any party 
which plans, teaches or advocates 
the use of force or violence to 
overthrow the Government of the 
United States. We believe we see, 
at various places, some examples 
of members in unions having been 
aided—by the non-Communist af- 
fidavit requirement —in making 
progress towards better local and 
top leadership in their unions. 

Certainly, the very wonder by 
union members at some officials’ 
refusal to sign has led to a great 
deal of new local consideration of 
the national problem. In a great 
many cases they have elected new 
officers where the determining 
factor seemed to be the belief of 
the membership that it would be 
getting new leadership with less 
Communist taint or certainly with 
less public suspicion of that taint. 
There have been published re- 
ports, I believe, of such instances 
at Schenectady, Fort Wayne, 
Pittsfield, Dayton, Pittsburgh, 
Lima (Ohio), Fairmount (W. Va.), 
to mention only a very few. 

I strongly urge that the non- 
Communist aflidavit requirement 
be extended to all union officials 
from top officers to stewards and, 
in order to prevent circumvention, 
to all paid representatives of the 
unions—and likewise to all cor- 
porate officials and company rep- 
resentatives who meet them in 
bargaining. The employer should 
be expressly excused from dealing 
with the representatives of a 
union which has not met these 
non-Communist atfidavit require- 
ments, as well as ihose about 
tiling of financial <:id other in- 
formation. 

II 

Jurisdictional Strikes: General 

Electric has had experience with 


this type of strike. Just one r 
cent instance concerned a dispute 
between two unions at a research 
laboratory of ours engaged in 
secret U. S. Navy work. Under 
the present Act there was quick 
relict from the NLRB. The 
settlement precipitated by this 
was, as it happened, exactly in 
accordance with past practices in 
the community. Without the law, 
serious damage would have re- 
sulted to the company, to many 
workers, and to the nation. Oui 
company has experienced, and is 
experiencing, instance after in- 
stance of this—at Schenectady, 
Syracuse, Jersey City: in Caii- 
fornia and Kentucky and _ prac- 
tically all over the nation. I'll be 
glad to detail some of these if the 
Committee should want to hear 
of them later in a question period. 

But General Electric’s experi- 
ence is not unusual, as you know. 
The Committee will recall testi- 
mony as to the CIO-AFL. soft 
drink strike on D-Day in Detroit; 
the port-closing Longshoremen 
and Sailors Union strike’ in 
Oregon which lasted six months: 
the AFL-CIO Cannery Strike in 
California when 25,000 tons’ of 
fresh vegetables rotted; the bomb- 
throwing, window-smashing, man- 
beating CIO-AFL Pittsburgh 
“Teamsters’ War’; and other in- 
stances of terrorism. 


Il 


Secondary Boycotts: A_ true 
secondary boycott at our radio 
tube plant in Owensboro, Ken- 
tucky, hangs over our heads as 
we deliberate in this room — a 
typical case of a union trying to 
organize a non-union contractor 
by telling a company using the 
contractor's services to see to it 
that everybody you deal with joins 
up or we'll put you out of busi- 
ness. Ill be glad in the question 
period to tell vou of this case in 
detail, or of many others. We 
have lots of them. 

I urgently recommend | that 
any new revised law give pro- 
tection to the innocent third party 
or other bystander who—with his 
employees—ought to be allowed 


to go about the providing of jobs 
and his other legitimate business 


unmolested by force. Any Cases | 


It would do wonders 


of collaboration between two em- 
ployers to break a strike, such as 
have been cited before the Com- 
mittee are now amply taken care 
of, I believe, under the present 
law through the rulings that they 
are primary boycotts or primary 
strikes—due to the community of 
interest—and, therefore, do not 
fall under the ban on secondary 
boycotts. 

General Electric cannot sell 
certain types of electrical goods 
in New York City unless these 
products are completely and use- 
lessly rewired by the local union. 
A typical instance is that of an 
electrical supplier — not General 
Electric — who was refused the 
contract because his product “did 
not bear the (local) union label” 
despite its having been made in 
a union shop elsewhere. The 
order went to a local union manu- 


7 . |facturer at a price of $119,000, 
What would help more than anything else, and what! 


,|might very well of itself constitute the readjustment now 
hoped for in Washington, would be a major improvement 


just $54,000 higher. This situation 
continues to exist in New York 
today. For example, when Gen- 
eral Electric manutactures con- 
trol equipment for use in the New 
York area, it is assembled and 
tested by CIO union members in 
Schenectady or Philadelphia or 
Pittsfield, and it is then ready for 
use. However, in certain cases 
General Electric has been forced 
to disassemble this equipment, 


ship the components into New 
York all tagged for the guidance 
of the less experienced local 
union men here, and have it re- 


assembled by this local union. 
More than double the original 
assembly work has again been 
paid for as pure waste 

We constantly hav similai 
problems in city after city across 
the country. And, of course, all 
the jurisdictional cases and sec- 
endary boycott cases we have to 
cite are additional efforts toward 
monopoly. 

Human beings just can’t stand 
too much unchecked power. That 
has been tound true of the busi- 
nessman, the military officer, the 
government official, and even the 
government itself. It is true of the 
union and the union official. The 
same scrutiny, the same correc- 
tives, and the same further pre- 
ventive powers are needed—and 
needed in the public interest. The 
time is now. 

IV 

Featherbedding: Production 1s 
the secret of our. ever-rising 
American standard of living. Ws 
have only what we produce. To be 
sure, we get practically all our 
advances in production from in- 
centive-inspired and owner-pro- 
vided technological improvements 
that lengthen man’s arms. But te 
the exact degree that we _ let 
“make-believe” work limit the 
amount of production otherwise 
available from our national work 
force, just to that degree do the 
rest of us needlessly pay, feed and 
encourage more non-producers, 
thus lowering the standard of liv- 
ing otherwise available to. all. 
This is obviously unfair to the 
people who do work. Featherbed- 
ding is morally bad, and economi- 
cally feeble-minded. I urge you to 
permit me later to describe ou: 
Sherman. Creek turbine case, for 
instance, and many others. Mean- 
while I urge that the present law 
be strengthened to cover needless 
work as well as work not per- 
formed. 

Vv 

National Emergency Strikes: We 
believe the right to strike must 
be preserved except where the 
consequences of a+strike to the 
many are out of all proportion to 
the issues involved for the few. 
National paralysis just ought not 
to be available as an economic in- 
strument to any selfish individual 
group. We simply must calmly 
devise a means, or earnestly learn 
how, to settle these things equit- 
ably in the interests of both 
parties to the dispute while at the 
same time safeguarding the in- 
terest of the whole public. The 
entire nation—innocent bystander 
to the dispute—-uffers almost aft 
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once from these National oavetes* 
sis strikes. | 

Public opinion and requests by 
the President have proved inet- 
fective in the past to protect the 
public against a powerful union 
organization or official in a re- 
calcitrant mood. And I can't 
imagine a Presidential proclama- 
tion doing any good with the 
characters involved when _ the 
chips are down. I can’t imagine 
the President thinks so, either, in 
view ot his resort on at least six 
occasions to the injunctive remedy 
in the present law, and his appeal 
to Congress for authority to draft 
the railway workers. 

As to what final remedy you 
should prescribe —— whether it 
should be separate legislation in 
each case after the nature and 
scope of the emergency is known, 
or should be the exercise of gen- 
eral or specific powers to be given 
the President—I recommend that 
the present provisions:of the law 
be retained unless and until some 
more effective measure is de- 
veloped. 

But, whatever is done, I plead as 
a citizen that the President con- 
tinue to have available some posi- 
tive statutory power to delay 
such a strike 80 or 90 days while 
he and the Congress and others 
involved are making up their 
minds what must be done to be 
fair to the parties and the public. 

In this connection, I cannot un- 
derstand why various people in 
and out of unions and government 
should any longer feel a peculiar 
reluctance about having the in- 
Junction processes of the law ap- 
ply equally to any needed situa- 
tion in union affairs—just as it 
applies to all other private and 
public institutions and individuals. 
To be sure, the very subject has 
come over the years to be a great 


emotional rallying point and a 
political hot potato. But we are 


all much more mature now in 
unlon-management affairs. The 
courts and public officials can 


certainly not be regarded as hav- 
ing anything but the most tolerant. 
and even indulgent, attitude to- 
ward the practices of union offi- 
cials in organizing and striking. 

The injunction is an honorable 
device for use in the public inter- 
est. Unions have become the most 
influential and powerful political 
and economic factors in commu- 
nity after community as well as in 
the nation. Why must anyone feel 
that the public must be deprived 
of the availability of this demon- 
strably needed protection, when 
businesses and businessmen, gov- 
ernments and government officials 

even cabinet members—are sub- 
ject to being enjoined by the peo- 
ple’s courts. 

If we try now to side-step this 
issue on emotional grounds in 
both national and jurisdictional 
strikes, are we not confessing that: 
already the power of union offi- 
cials has grown to the point where 
we are too afraid of it even to act} 
like we think there is any conceiv- | 
able instance where this power | 
mayv—or does—need to be ques- | 
tioned in the public interest? 


VI 


The Closed Shop — The closed 
shop affects us primarily in the 
cost of what we buy, in the costs 
added to our products after leav- 


| and 


ing our plants, and in the real 
Wages represented by our em-| 


ployees’ money wages, 

We believe the closed shop vio- 
lates the right of free choice—as | 
to jobs, as to association, as to free | 
movement, as to buying and sell-| 
ing goods and services. We believe 
it makes for poor value in goods) 
and services, arrests technological 
advances, and hinders a rising | 
standard of living. We believe it! 
even imperils free government at 
the local level — and may at the 
national level. 

For a long time the restrictive | 
practices—since they were prac-| 
ticed by so few—did not notice- 
ably affect the cost of living or the | 
freedom of competition or of in-| 
dividual action in working, buy- 
ing, and selling. But with the, 


growth of unions—especially those 
widely practicing compulsory 
unionism—both “closed shop” and 
“closed unions’’—the problem took 
on compelling proportions. And 
with the Wagner “Act—and its ad- 
ministration in such a hostile man- 
ner toward the employer and in 
such an indulgent manner toward 
almost every act of the union offi- 
cial—the public began to make up 
and clamor for the ban that is in 
the present law. This is confirmed 
by the fact that the laws of some 
20 states, 16 of which have been 
adopted within the last two years, 
now provide for some form of re- 
striction on compulsory unionism. 

The closed shop begins by being 
wrong in its power over the indi- 
vidual employee and the employer.’ 
But that soon fades into insig- 
nificance as the power increases 
over an industry or a trade or a 
community or a city government. 

You have had eloquent testi- 
mony here before this Committee 
as to how the evil effects of the 
closed shop conditions of the past 
continue in the wasteful and re- 
strictive practices of today after 
18 months of a law against such 
practices. There is a long way 
yet to go. 

But the closed shop is not the 
agency in itself that performs all 
these anti-social deeds. It is the 
generator, the rallying point, the 
consolidator of that misuse of 
power we see so evilly exercised 
against the public interest in juris- 


,dictional strikes, boycotts, feather- 


bedding, resistance to technologi- 
cal improvement. It is the class- 
room for teaching the disciplines 
of fear, force and prejudice, which 
are manifested in all these perti- 
nent situations we have been de- 
scribing. 

Incidentally, a witness yester- 
day claimed the closed shop was 
necessary to keep Communists out 

— since otherwise Communists 
could be expelled from the union 
and yet retain their jobs. This 
could just as easily work the other 
way. A closed shop union favor- 
ing Communists could expel all 


non-Communists and have them 
fired, 
Another witness has told you 


how closed shop unions help keep 
prices up—and hence minimize 
competition. Yeu have in mind, 
I am sure, the plain truth that 
a businessman could get done 
through this type of union ar- 
rangement what he would be put 
in itil fer doing directly. 
VII 

Mass Picketing and Violence— 
General Electric is very proud of 
its comparatively peaceful union 
relations history. However, even 
our employees have had some 
mass picketing troubles. 

At Schenectady in 1946 our re- 
search scientists, our salaried en- 
gineers and payro:] people—inno- 
cent bystanders—not members of 
the union on strike and not even 
included in the bargaining unit— 
were forcibly prevented by mass 
picketing and violence from en- 
gaging in activities of immediate 
long-range benefits to the 
employees. This was in defiance 
of a court order which the Sche- 
nectady police force said they 
could not enforce. 

At Lexington, 
1948, there was 


Kentucky, in 
abusive mass 


| picketing of the plant and em-| 


ployees’ homes, dousing with 
skunk oil, smashed cars, 


cut tele-| 
phone wires, acid shot at girl em-'| 
ployees, tear gas thrown in a | 


| crowded bus, roughing up by im-| 
| ported pickets—all in an attempt '! 


to gain union recognition by force 
insead of through an NLRB elec- 
tion. Here, as in the New York 
and New Jersey truck cases and 
countless others, we _ witness 
threats of violence from. self- 
appointed private union “police” 
who, in full view of and in de- 
fiance of uniformed public police, 
assert their super-power over city. 
state, and nation as well as just 
over management and employees. 
Since the Federal Government 
has aided the growth of these 


} 


unions to powerful giant size, and 
since local police are proving less 


and less able to cope with the 
situations described, the Federal 
law should provide employees, 


management, and public with re- 
lief from such violence. 
Vill 

Free Speech—We believe the 
provision of the present act is wise 
and should be retained. Prior to 
the present law an employer's 
right to free speech was severely 
curtailed by the way the Board 
interpreted the former law. Even 
though no threats of reprisal or 
promises of benefits were held 
out, an employer's expression of 
views with regard to the union 
was so often held to be a viola- 
tion of the law that most em- 
ployers were afraid to open their 
mouths at all. 

Consequently, in many cases the 
unions felt free to abuse their own 
privilege of free speech without 
any fear of having their story con- 
tradicted by the employer. Of 
course, neither side should be per- 
mitted to make unfair promises of 
benefits or threats of reprisal. But 
the employee is entitled to hear 
both sides speak up in order that 
he may freely judge and exercise 
an informed choice. 

You are familiar 
doubts cast on this subject by 
some NLRB interpretations un- 
under the Wagner Act. It took 
considerable courage for us—in 
some situations where our em- 
ployees were being misinformed 
—to speak up. But we simply felt 
we would be a party to tnis de- 
ception if, knowing the truth, 
we did not tell it to our em- 
ployees. 

But under the pressure of union 
threats, and of the one-sided ad- 
ministration of the one-sided 
Wagner Act, most employers were 
very understandably persuaded as 
to the prudence of keeping still. 
In certain organizing campaigns 
we have had our employees report 
to us that union organizers had 
threatened them with the choice 
of either “paying a moderate ini- 
tiation fee now, or if they didn’t 
join now, a very large initiation 
fee later.” promising the em- 
ployees that all of them would be 
“forced to join the union” as soon 
as the organizing campaign was 


with the 


completed. We have also experi- 
enced the wildest form of mis- 
statements being made in the 


course of a union organizing cam- 
paign and a most unwarranted 
type of promise as to benefits the 
union was going to obtain. We 
think an employer should feel 
perfectly free to speak without 
fear of having an unfair labor 
practice lodged against him _ so 
long as he doesn’t step over the 
bonds of propriety. 

Free speech doesn’t have to be 
legislated out of existence. It can 
be “intimated” or “hinted” or “‘in- 
dicated” or ‘‘nudged”’ out of exist- 
ence by a hostile government ad- 
ministration. To a large extent 
this had already happened here in 
America so far as the employer 
speaking up in union matters was 
concerned. 

Our citizens nce- positive dec- 
laration by government in the 
form of a clear law that the right 
of free speech applies to the man- 
agement-union relations field as 
elsewhere. 

And incidentally, if employers 
could be encouraged to speak up 
2s to what they believe to be the 
truth not only in organization 
matters but on all the issues, and 
on the basic economics back of 
the issues, I sincerely believe the 
discussion thereby generated 
would fast lead ‘not only to a more 
sober understanding of the facts 
but to a growing area of volun- 
tary agreement. Also, I believe it 
would bring genuine comfort to 
many sincere union leaders and 
many leaders in public life. Too 
often now both find themselves 
doing what they really believe to 
be unsound just because they feel 
the folks down the line or back 


home would not understand if 
the sound things were done. 


IX 

Mutual Responsibility of Em- 
ployers and Unions—Since enact- 
ment of the present law we feel 
we have experienced a noticeable 
change in the sense of genuine 
responsibility exhibited by many 
of the 40-odd unions with which 
General Electric deals. This change 
is evident both at the bargaining 
table and in subsequent conduct. 
We believe this new sense of re- 
sponsibility derives from at least 
four features of the present law: 

(1) Both sides are required to 
bargain in good faith. 

(2) Either side can file unfair 
labor practice charges with the 
NLRB in the case of abuse. 

(3) Both can sue or be sued in 
Federal Court for breach of con- 
tract obligations. 

(4) Both are now responsible 
under normal rules of agency for 
the acts of their agents. 

We have had numerous instances 
of contract violations which have 
been quickly and fairly settled in 
good faith by union leaders under 
the influence of the present law. 
Neither side, of course, wants to 
resort to legal weapons in their 
relations to each other, but it is 
surprising how the availability of 
adequate remedies under a fair 
law helps people act sensibly in 
the labor field as in the commer- 
cial and other fields. We urge the 
retention of the present provisions 
in any new law. 


x 

Political Contributions—Any re- 
strictions on political contribu- 
tions, we believe, should apply 
equally to employers and unions. 
Employers and unions alike should 
be forbidden to use other than 
voluntary means to raise money 
for political purposes. 

The present law, of course, per- 
mits unions to solicit voluntary 
contributions through subsidiary 
union organizations. We think this 
is perfectly proper since an indi- 
vidual making such a contribution 
is reasonably sure that his money 
will be used in accordance with 
his own personal political wishes. 
The present law, however, pro- 
hibits direct contributions out of 
the union treasury which, of 
course, constitutes an assessment 
upon each and every member of 
the union regardless of his politi- 
cal beliefs and of his personal de- 
sire or lack of it to contribute to 
a political campaign. 

XI 

Separation of Functions of Ad- 
vocate and Judge—The Depart- 
ment of Labor—in theory and 
practice—is the advocate of the 
unions. The law creating the De- 
partment required that. In prac- 
tice it was found not the proper 
home for the Conciliation Service. 
To be sure a given individual as 
Secretary of Labor or as head of 
the Conciliation Service could 
make a difference in degree either 
way. But it would be only in de- 
gree. Human nature dictates that 
an impartial tribunal cannot exist 
as the agent of an interested party. 
Although we have had no occa- 
sion to call on the Conciliation 
Service, we believe strongly it 
should retain independent status. 

Likewise, we believe the Coun- 
sel and the Board should be kept 
separate—and for the same rea- 
sons. Here again we believe it 
goes against all human experi- 
ence to try to have an interested 
advocate be at the same time an 
impartial judge. 


XII 

Exemption of Supervisors—As 
representatives of management re- 
sponsible for production and shop 
discipline, supervisory employees 
who join a union are put in the 
untenable position of attempting 
to serve two masters. 


Supervisors are management. If 





} 


will—as shown in the Congres- 
sional Hearings conducted a cou- 
ple of years ago—become associ- 
ated with, collaborate with, and 
even be dominated by, the unions 
representing the working force 
that they are supposed to lead and 
manage. The scales tend to fall 
out of balance. The spirit of man- 
agement goes and the entire oper- 
ation becomes inefficient. The 
foremen tend to become simply 
another group of workers, instead 
of a true part of management. The 
union may discipline, fine, sus- 
pend, expel—and under the old 
form of union shop—actually fire 
these men from their jobs for 
merely doing their work properly 
and carrying out the orders issued 
to them by the employer. 

In the debates at the time that 
the present law was adopted, the 
situation was aptly summarized as 
foliows: 

‘* . . When the foremen union- 
ize, even in a union that claims to 
be independent of the union of 
the rank and file, they are subject 
to influence and control by the 
rand-and-file union, and, instead 
of their bossing the rank and file, 
the rank and file bosses them. The 
evidence shows that rank-and-file 
unions have done much of the ac- 
tual organizing of foremen, even 
when the foremen’s union profes- 
ses to be ‘independent.’ Without 
ary question, this is why the 
unions seek to organize the fore- 
men. 

“The evidence further shows 
that rank-and-file unions tell the 
foreman’s union when the fore- 
men may strike and when they 
may not, what duties the foremen 
may do and what ones they may 
not, what plants the foreman’s 
union may organize and what ones 
it may not. It shows that rank- 
and-file unions have helped fore- 
men’s unions, not for the benefit 
of the foremen, but for the ben- 
efit of the rank and file, at the 
expense of the foreman’s fidelity 
in doing his duties.” 

Foremen and other supervisors 
—who are all a vital part of man- 
agement—cannot fairly do their 
job if they are subject to the 
crossfire pressures of conflicting 
interests. I think the testimony 
before this Committee two years 
ago amply bears this out. I urge 
that the present provisions as to 
bargaining with supervisory 
unions be retained in the law. 


A Good Law 

Despite any impressions you 
may have obtained from my tes- 
timony thus far, we are not here 
to defend each and every provi- 
sion of the Taft-Hartley Act as 
such. We believe an _ objective 
fresh appraisal of each of the in- 
gredients of the present Labor 
Management Relations Act wil! 
indicate, although it is a good law 
and contains a great many impor- 
tant advances in the public in- 
terest which need to be retained 
there is also need for two types 
of revisions. 

First of all, careful attention 
should be given to any specific 
instances in which the law is 
claimed to have operated unfairly 





against unions, employees, em- 
' ployers, or the public. 
Secondly, careful attention 


should be given to those instance: 
in which the present law need 
to be strengthened, in order tc 
prevent such abuses brought to 
light in this testimony, which arc 
not adequately provided for un- 
der the present law. The lay 
should provide better protectio 
against violent and coc.clve mas 
picketing and against monopolisti 
practices which can be effectuate 
through the use of secondary boy- 
cotts, closed shops, jurisdiction: 
strikes, and the like. I have al 
ready briefly referred to some o 
our own direct experiences in thi 
latter area, and will be glad, <' 
your pleasure, to discuss ther. 


they are unionized their unions | further. 
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An Inflation Upswing in Prospect 


(Continued from page 2) 
very strong. I am emphatic about 
the need to control inflation be- 
cause I have a deep respect for 
the devastating strength of forces 
of deflation which feed upon 


themselves, and I do not join in| 


the confidence that if they once 
take charge of the economy they 
will 
they will evaporate and need no 
control. 


While the members.of the Coun-| 


cil have said that in their analysis 
they find greater significance in 


the facts that the number of work-| 
ers employed in civilian produc-| 


tion in January was greater than 
a vear ago when the inflationary 
boom was most active and that the 
flow of income to consumers is 
greater, we are fully aware that 
unemployment increased 720,000 
during the month. There is no 
sound basis for saying that this in- 
crease was more than seasonal. We 
have no experience by which to 
determine the seasonal trend in a 
labor force of more than 60,000,- 
000. It was not until immediately 
before the war that we had statis- 
tics of unemployment which per- 
mitted serious study of seasonal 


trends in a much smaller labor | 
force, and the war upset that 
foundation. Since the war, we 


have found seasonal trends in all 


parts of the producing economy. 
smothered by conditions of short! 


supply of all kinds of goods. We 
do know that in January a year 
ago the increase in unemployment 
was 420,000, but I have described 
the conditions at that time and 
they did not permit normal sea- 
sonal changes to appear. 


Decline in Employment Still 
Uncertain 


It will be April before we will 
know whether a real decline in 
employment has set in. It is be- 
cause we foresee conditions aris- 
ing at that time which in our opin- 
ion will again tighten the labor 
market that we have not changed 
the advice we have given to the 
President about the trend of the 
economy. 

in April, the increase in agricul- 
tural employment will be setting 
in. We will be feeling more effect 
of the increasing expenditures of 
the government for defense and 
for foreign aid. The government 
will end the accumulation of a 
Treasury surplus in March, and in 
April it will begin to spend more 
than it collects from the taxpayers. 
Bank reserves will no longer be 
suffering the effect of large trans- 
fers of funds to the Federal Re- 
serve Banks. And _ businessmen, 
who are too prone to listen to tales 
of distress elsewhere even when 
they consider their own prospects 
bright, may be expected to accept 
the significance of the report in 
the New York “Times” on Feb. 13, 
1949, that— 

“Not one of five leading engi- 
neering companies could cite a 
single plant construction contract 
that had been cancelled because of 
business recession. Large new 
contracts for either engineering 
services or new plant construction 
are moving ahead because demand 


in many lines is. still running 
ahead of supply.” 
Taxation 


The program proposed by the! 
President includes certain policies 
to reduce inflationary pressures! 
by reducing general demand, and 
others to hold specific points of 
pressure by direct action. In the 
first category are the recommen- | 
dations that taxes be increased $4)! 
billion and that the credit control 
powers of the Federal Reserve | 
System be strengthened. 

{ need not discuss the desirabil-| 
ity of providing revenue large} 
enough to permit a substantial | 
payment upon the government | 
debt, and perhaps there is no need | 
to discuss the suggestion offered in 
some of your hearings last vear! 
that an increase in income taxes} 


be easily controlled, or that! 


is inflationary and not deflation- 
hary. The current argument of 
| those opposing the tax proposal is 
that its effect would be so defla- 
tionary as to bring on a depres- 
sion. 

Would the specific proposal of 
the President to impose the great- 
er part of the additional tax bur- 
/den upon corporate profits result 
in reducing the incentive of busi- 
ness managers to invest? I have 
no doubt that a unanimous vote 
in the affirmative would come 
from a poll of businessmen, but 
‘I have found that their policies 
| have to be ascertained by consid- 
ering what they do rather than 
what they say. Looking at what 
they have done, we find that cor- 
porate profits of $21.8 billion be- 
fore taxes and of $12.8 billion after 
taxes in 1946 caused American 
corporations to institute a _ tre- 
mendous campaign of investment 
‘in new plant and equipment and 


that corporate profits of $18.1 bil-| 
lion after taxes in 1947 was large! 


enough to induce corporate man- 
agers to expand new investment 


'in plant and equipment in 1948. 
|The proposal of the President 
would leave corporate _ profits 


after taxes at a level at least as 
high as the profit figures in 1947 
and far above those of 1946. 

A second argument against in- 
creasing the taxes on corporate 
profits is that this would reduce 
the funds available for new in- 


vestment and it is said that equity | 


funds are not available in capital 

| markets and that it is undesirable 
or dangerous for business to use 
borrowed funds, which are avail- 
|able in large amounts. Despite the 
| persistent assertion that business 
| cannot attract equity capital, there 
is little proof that this is true. The 
American Telephone & Telegraph 
Company has had no trouble in 
securing very large additions to its 
equity capital by the simple device 
of offering attractive subscription 
rights to its stockholders, who first 
buy debentures and then turn 
them into stock. 

The fact is that corporate man- 
agers have not made any serious 
attempt to secure equity capital 
because they are unwilling to di- 
lute their capital structures under 
present market conditions and 
they find it very attractive to fi- 
nance their needs by loans. The 
interest paid on loans is not only 
very low under the cheap money 
policy of the government but it 
can be deducted from income in 
computing income tax. Nor is 
there any reason to be concerned 
about the dangers of debt capital. 
The dogma which arose more than 
a century ago when interest rates 
were high—renewalorsubstitution 
of loans at maturity if times were 


hard was seldom accomplished, 
and bankruptcy was_ rigorously 
imposed upon default—has little 


validity in these days when inter- 
est rates are very low, many credit 
openings are arranged for cases 
of hardship, and defaults seldom 
lead to dissolution but only to re- 
organization of going enterprises. 
The business world itself no long- 
er believes this dogma about the 
virture of equity cavital and the 
vice of debt capital. The most dis- 
tinguished names in American fi- 


| nance are found in the lists of di- 
irectors of the 


great insurance 
companies, whose funds must be 
administered with the caution and 
yrudence imposed upon the guar- 
dian of trust accounts and must be 
placed in investments which are 
not expected to default. These 
funds have been and are now the 
sources of the most spectacular 
debt financing in multi-million 
dollar terms. No one will believe 
that the 
make the loans believe that thev 
borrowing 


insurance directors who 


core 


are assisting the 
poration to place itself in jeopardy 
or that on account of the loan it 
may be forced into trouble or be 
threatened with liquidation in a 
veriod of business depression. 


Credit Control and Debt 
| Management 


Credit control has been so thor- 
oughly studied by this committee 
that I shall offer only the briefest 
summary of the reasons for the 
recommendation of the President 
that the Board of Governors of the 
Federal Reserve System be given 
the authority to increase the stat- 
utory reserve requirements of the 
member banks and of banks be- 
longing to the deposit insurance 
system by 10 percentage points. 
The tightening of bank credit is 
the oldest of the recognized meas- 
ures to reduce over-exuberant 
business activity. The use of this 
traditional policy is not related 
to any condition of over-expan- 
sion of bank credit itself, but 
arises from the fact that the com- 
mercial banks, perhaps to their 
misfortune, happen to be the im- 
portant cogs in a machine which is 
easily subjected to social control 
for this purpose. 

Although it is a point fully un- 
derstood by the members of the 
committee, it is important to em- 
phasize the fact that the central 
bank authorities are not now able 
to make very effective use of the 
original plan to influence the vol- 
ume of bank credit by changing 
the discount rate because the gov- 
ernment debt management policy 
forces the continuance of low in- 
terest rates. The policy of sup- 
porting the price of long-term 
government bonds at not less than 
par must be maintained, and the 
President has said in such vigor- 
ous terms that it will be main- 
tained that the financial world 
seems to have accepted the fact. 
The result has been that the effort 
of the past year to overturn the 
policy has subsided, the market is 
taking care of itself above the peg 
point, and the difficulties which 
arose because holders of bonds 
were disturbed by constant specu- 
lation whether the policy would 
be abandoned have disappeared. 


The debt management policy, 
like the farm price support pro- 
gram and many other national 
policies which our people are de- 
termined to continue, is inflation- 
ary or is an obstacle to some anti- 
inflationary policy. This is an in- 
evitable characteristic of our vast 
economy, and it is our task to find 
ways, while continuing those poli- 
cies, to meet dangers to continued 
prosperity from other sources. In 
the case of bank credit, such a way 
is found in requiring larger bank 
reserves. 

Instalment Credit 

One selective control of credit 
which the President recommends 
is that of instalment credit, and 
the authority of the Board of Gov- 
ernors in this respect, as well as in 
the matter of raising reserve re- 
quirements, should be permanent. 
Instalment credit creates an espe- 
cially precarious situation because 
it increases the demand for goods 
in periods of great prosperity and 
then, by largely drying up in pe- 
riods of recession when contract 
debtors are straining their re- 
sources to liquidate their indebt- 
edness, it contributes a double 
push to the deflation. There is an- 
other reason, from the standpoint 
of social policy, for controlling in- 
stalment credit. It is disclosed in 
the very argument often made by 
objectors that it prevents a sale to 
a housewife who has only five 
dollars in her purse and who 
would yield to the sales appeal of 
nothing down and a long time to 
pay. 

Savings 

An important anti-inflationary 
policy commended by the Presi- 
dent which requires no additional 
legislation is the encouragement 
of individual savings. The Treas- 
ury Department has been very 
successtul in its effort during the 
past year to gain the support of 
an army of volunteer workers and 
to secure the reestablishment -of 


pay-roll deduction plans which 





had lapsed. The appeal of the 
Postal Savings system should not 
be limited by new restrictions and 
there should be an adequate ap- 
propriation for the savings bond 
campaign of the Treasury Depart- 
ment, 


Control of Commodity Exchanges 


The recommendation of the 
President that permanent author- 
ity be granted to regulate trzding 
in futures on the commodity ex- 
changes grew out of our experi- 
ence a year ago when we were 
most fortunate to avoid a disas- 
trous collapse of business follow- 
ing a crash of grain prices which 
had been carried by speculative 
trading far above any level sup- 
ported by conditions of demand 
and supply for grain itself. We 
have now had a second experience 
with the widespread impact of the 
wild gyrations which can _ take 
place only in a speculative market 
and could not occur in a market 
dealing with actual commodities. 
The legislation recommended by 
the Administration would control 
the purely speculative’ trading 
while leaving true hedging sales 
and purchases free from control. 
All of the arguments in favor of 
speculative trading were mar- 
shalled years ago in opposition to 
the bill to regulate the securities 
market, which few would now 
say has not proved to be desirable. 
It has been a matter of great good 
luck that in this postwar inflation 
we have not been forced to meet 
the problems of wild speculation 
in the securities markets, and this 
has had some responsibility for 
the fact that this business boom 
has lasted without a crisis much 
longer than experience indicated 
would be possible. 


Direct Controls 
Among the recommendations of 


the President for policies which ' 


directly attack points of particular 
inflationary pressure, that for rent 
control requires only the com- 
ment that the housing situation 
clearly proves that the economy 
has not yet entered the phase 
where government intervention 
in the making of business deci- 
sions is not needed. If rents were 
freed from control, the inflation- 
ary forces underlying our decepn- 
tively quiet economy would be- 
come too clear to be discounted. 

The case for export controls is 
generally accepted. Some support 
such controls upon the ground that 
they are needed in order to chan- 
nel goods in such manner as to ac- 
complish the purpose of the for- 
eign aid program, but there is in- 
herent in this argument a recogni- 
tion that the supply of 
commodities required for that pro- 
gram is too small in relation to 
total demand to permit the alloca- 
tion of those goods to be made by 
the operation of the free market 
mechanism. 


Control of Prices and Wages 

The recommendations of export 
controls, mandatory allocation 
powers, and of limited price and 
wage controls need to be consid- 
ered together. In the first pub- 
lished report of the Council of 
Economic Advisers upon this 
problem, the report upon the im- 
pact of the foreign aid program 
upon the domestic economy, the 
point was stressed that there were 
specific inflationary pressures af- 
fecting the prices of key com- 
modities which particularly affect 
the cost of living and the costs oi 
production. The conclusion then 
reached that general anti-infla- 
tionary measures affecting the en- 
tire economy should be supple- 
mented by authority to apply spe- 
cific controls of the prices of these 
key commodities is valid today. 

Consumers’ prices have been 
receding slightly but the prices of 
many commodities which are im- 
portant in determining the costs 
of production of manufactured ar- 
ticles have continued to rise. It is 
because there is a chain-reaction 
when these prices move upward 
that direct action against price in- 
creases is necessary in order to 





certain | 


break the circle of spiraling infla- 
tion. 

The most important of these kev 
commodities is steel, the cost of 
which enters in some way into 
every productive process. Second 
in importance may be coal, for 
most industrial power is produced 
by coal, and increases in its price 
spread their influence throughout 
the producing industries’ very 
rapidly. These two commodities 
are of great importance in another 
respect. The wage contracts nego- 
tiated in the steel and coal indus- 
tries have had strong influence 
upon other wage negotiations even 
in industries in very different 
economic circumstances. A rise in 
wages in the steel industry tends 
to establish a pattern, and labor 


leaders now look upon the steel 
corporations as being especially 


vulnerable to new wage demands 
Not only are profits running at a 
very high rate, but the pressure of 
demand clearly makes it possible 
for the steel producers to increase 
prices if wages are raised, they 
have been raising prices recently, 
and they have stated their purpose 
to raise prices further if costs are 
increased. 

The recommendation for au- 
thority to control the prices of es- 
sential commodities of prime im- 
portance in determining the cost of 
living or the cost of production of 
goods is not, therefore, entirely 
forward-looking. It relates to a 
situation which is now developing 
to a climax. If wage increases are 
again secured in the steel and coal 
industries and the prices of those 
commodities are again raised, the 
inflationary cycle will be given 
another twist which will carry the 
economy we know not where. If 
the government is unwilling to 
take any action to halt price in- 
creases, the workers will have no 
reason to withhold their wage de- 
mands in the expectation that 
prices will not continue to rise, 
and the government will have no 
excuse for asking the workers te 
make a sacrifice which the own- 
ers of business will not make. 

If action is taken to prevent 
price increases, the government 
will be justified in taking action 
to discourage wage increases and 
the President has already accepted 
that responsibility. A part of his 
proposal is that in order to pre- 
vent an established price ceiling 
from being broken through as the 
result of wage increases, there 
shall be a determination by 
board that wage advances are jus- 
tified before those wage advances 
shall be accepted as a reason fo1 
permitting a price increase. The 
process is awkward and the defi- 
nition of justifiable wage increases 
will please no one, but the plar 
would work for a time long 
enough, perhaps, to gain our ob- 
jective of breaking the inflation- 
ary circle and attaining a stabil- 
ity in economic relationships 
which will permit us to scrap this 
and all other’ anti-inflationary 
programs. 

The feature of the President's 
proposal which should come into 
immediate use is the holding oft 
of price advances by applying to 
the fixing of prices on goods the 
same rule which we have applied 
to the fixing of prices on labor 
The Administration asks authority 
to order a delay in increases oi 
those prices which are designated 
for this kind ot attention until the 


expiration of a limited perioc 
after notice of intent to raise 

price. Within that period the firn 
must furnish any _ information 


called for relating to the price ana 
the propriety of a price increase 
and submit, if directed, to a public 
hearing. At the end of the period 
the government administrator may 
turn to the other provisions of the 
proposed statute and fix the price 
on the commodity, or he may free 
the firm to make its own decisior 
about its action. Those who have 
followed the hearings before this 
and other committees during the 
past two years when you have 
looked into business decisions will 
have little doubt that the enact- 
ment of this waiting-time provi- 
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sion will have a real restraining 
snfluence upon businessmen who The State of Trade and Industry 
vould otherwise advance thei 
orices as they have been doing 


(Continued from page 5) 
steadily. 


are unmistalsable signs that the steel market is rapidly going to- 
Encouragement of Production wards balance, this trade authority notes. 

The recommendations of the But there are a few things that have helped the trend to 
President with respect to long- normal that ordinarily would not be in tne picture. It is estimated 
term problems and policies can- that good weather has meant an added 1,000,000 tons of steel over 

ot be considered in this brief 29d above what would have resulted this year had the winter 
statement. but that which is con- months been severe in the East and Midwest, observes “‘The Iron 
erned with the expansion of pro- A8e. 
luctive capacity needs to be dis- The increase in the amount of better coking coal, helped along 
ussed because it has immediate by more and more coal washing this year, will mean an increase 
importance. The one way to stop of 1,500000 tons of steel ingots. So the weather and better coal 
inflation which all will applaud is can be credited with 2,500,000 tons of steel this year or at least at 


to increase production. that annual rate. 

The Administration is not yet A close check of blast furnaces by ‘‘The Iron Age” shows thai 
roposing the policies to bring there are no major repair programs slated for some time. The 
‘bout the enlargement of produc- number of new linings in the past few years have put blast furnace 
lve Capacity because the Presl- operations at a new high. This means that if foundry demand con- 


lent has asked that a study be tinues at a lower level steel firms will have more and more pig 
made both of the areas of short- iron to use in open-hearth furnaces. That is another way of saying 
ge and of the manner in which that pig iron will be a factor in keeping the scrap market from re- 
the shortages can be overcome. bounding to any great extent after the present declines level off. 

Their general character may be Me ; 
lescribed, however. There may be : 
subsidies for high-cost producers 
£ commodities, such as minerals, 
vhich are produced under condi- 
ions where plant capacity is not 
:mportant. There may be special 
yrovisions in the tax laws for ac- 
elerated depreciation or even for 


steel firm is really short of scrap this week. Supplies are 
much better than they were six months ago and in relation to tie 
amount of scrap to be used, the supply will be good for some 


one major reason why scrap prices have sagged, “The Iron Age” 
concludes. 


The American Iron and Steel Institute announced this week 
that the operating rate of steel ¢ompanies having 94% of the 


tax abatement. There may be steel-making capacity of the industry will be 100.3% of capacity 
oans, or guarantees of loans. for the week beginning Feb. 21, 1949, as against 100% in the 


preceding week. The institute reports the schedule of operations 
is up 0.3 point or 0.3% from the previous week. 

This week’s operating rate is equivalent to 1,849,000 tons of 
steel ingots and castings compared to 1,843,500 tons a week ago, 
1.8653,860 tens, or 101.1% a month ago, and 1,687,100 tons, or 93.6% 
of the old capacity one year ago and 1,281,210 tons for the aver- 
age week in 1940, highest prewar year. 


vhere credit is not available and 
apital hard to secure. Govern- 
nent procurement policies may 
e manipulated, and I use this in- 
vidious term in order to make dis- 
tinct the point that all of these 
Jans require the most careful 
study because in them are many 
jitfalls of discrimination and CARLOADINGS CONTINUE IMPROVEMENT OF PREVIOUS WEEK 
ravoritism, Loadings of revenue freight for the week ended Feb. 12, 1949. 
The enlargement of productive totaled 699,442 cars, according to the Association of American Rail- 
apacity is so essential to con-| roads. This was an increase of 17,299 cars, or 2.5% above the pre- 
*inued maximum employment and ceding week, but a decrease of 34,428 cars, or 4.7% under the corre- 
yroduction that neither the con- | sponding week in 1948. It also represented a decrease of 100,535 
ealed dangers in any given plan) cars, or 12.6% below the similar pericd in 1947. 
ior the required scope of govern- ; 
ment intervention should prevent) ELECTRIC OUTPUT CONTINUES MODERATE DOWNWARD 
iction which will be effective. The TREND 
President has shown how earnest- The amount of electrical energy distributed by the electric light 
lv he seeks effective action by de- and power industry for the week ended Feb. 19 was estimated at 
‘laring that if it comes to the 5,650,279.000 kwh., according to the Edison Electric Institute. This 
voint where the people cannot be represented a decrease of 71,807.000 kwh. below output in the pre- 
furnished goods which they need ceding week: 396,279,000 kwh. or 7.5% higher than the figure re- 
in any other way, and it is possible’ ported for the week ended Feb. 21, 1948 and 872,539,000 kwh. in 
for them to secure them by having excess of the output reported for the corresponding period two years 
the government itself become a ago, 
producer, he is not afraid to take 
that final step. Who of us, if, AUTO OUTPUT MAKES ADDITIONAL GAINS IN LATEST WEEK 
forced to answer that question | Production of cars and trucks in the United States and Canada 
without equivocation, would say for the past week advanced to an estimated 113,382 units compared 
otherwise? But I have no doubt; to 108.911 (revised) units in the week preceding, according to 
that the President feels as strong-| “Ward's Automotive Reports.” 
ly as I am sure many of us feel 
that it is within our ability to 
adopt policies which will lead | asency stated. 
private enterprise to expand its! : lee Ms Pee? aidicta ie 
productive capacity as may be). Output in the similar period a year ago was 110,536 units and 
needed over the long-run, and) !" the like week of 1941, 127,740 units. . er 
that the government will not have | Last week's output consisted of 82,788 cars and 26,174 trucks 
to go into the business of produc- | built in the United States and 2,408 cars and 2,012 trucks in Canada. 


ing commodities except for one pina pie aes ag ae ee . . 
— : BUSINESS FAILURES EASE SLIGHTLY 
rd * ° . . . . . . ss . 
eee . i . Commercial and industrial failures declined slightly to 150 in 
The one exception is the build- ; 7 ay Da winmeanaaelear a. 9 

' ae _.| the week ended Feb. 17 from the preceding week’s level of 192, Dun 

ing of plants to produce such new ini ae : “a : pa Hae tilt bi lle ' ‘ 
Tharna| & Bradstreet, Inc. reports. Casualties were considerably more 

goods as synthetic fuel. Where Bisse a. ten re 
Y sia ea: aes numerous, than in the comparuble weeks ef 1948 and 1947 when 107 
‘echnological progress in perfect- a. ‘she ; 
oo ve -.| and 62 concerns failed respectively, but were well below the prewal 
ing new methods of production is Levut ot SAM in tee eae ek of Teen 
too slow to promise a flow of need- onpsiaalle oe waree ' . 
ed goods as quickly as they are Manufacturing and commercial service, casualties rose 
needed, we may agree upon a gov- slightly, but in all other industry and trade groups there were 
ernment policy of direct action in moderate declines. 
hastening the technical experi- The Middle Atlantic Region reported a decline in failures to 46 
mentation an:d in assuming the! :rom 59, the Pacific States to 40 from 46, and the New England States 
to 20 from 35. Marked increases to the highest level since 1942 pre- 
im tae nui i vailed in the East North Centrai States, the South Atlantic and the 
plants efore private Capital west South Central States. 


would feel justified in doing so. ' 

The Administration should have FOOD PRICE INDEX RECORDS FIRST RISE IN EIGHT WEEKS 
the anti-inflationary measures the For the first time in eight weeks the Dun & Bradstreet whole- 
ma id fetes ' tae ae - ‘ith t sale food price index turned upward last week, reflecting a sub- 
President has se diairina “ binis 10u" stantial recovery in many farm and food items. The index rose to 
delay, for the risk in delaying ac- ¢5.76 as of Feb. 15, marking a gain of 1.8% over the 28 month low 
tion until spiraling prices are, of $5.66 recorded a week earlier. The current figure contrasts with 
more actively at work and are es- $6.76 on the corresponding date a year ago, or a drop of 14.8%. 
tablishing the base for the ultimate The index represents the sum total of the price per pound 


> 


of 31 foods in general use. 


- 


Increased output by Chrysler Corp. and Chevrolet more than 
offset declines by Hudson, Nash and International Harvester, the 


risks of constructing commercial | 


crash is too great. I am not certain 
that the respected “Monthly Let- COMMODITY PRICE INDEX TURNS UPWARD AFTER TOUCHING 
ter” of the National City Bank was TWO-YEAR LOW 

correct when it said, in June last, The daily wholesale commodity price index, compiled by Dun 
that the longer the boom continues & Bradstreet, Inc., reversed its steady downward movement to 
. te als Ser aalile register a net gain for the week. The index closed at 258.61 on 
ihe more nella will be the recK- Pep. 15. up from 254.74 a week earlier, and compared with 277.23 
oning. It is enough to say that the on the like date a year ago. 

Jonger inflation is permitted to 
run its course, the nearer we come 


On Wednesday of last week the index dropped to 250.73, the 
lowest in two years, or since Feb. 24, 1947, when it stood at 250.88. 


General liquidation in leading gruin markets last week sent all, 





months. Most large firms have been out of the market. That’s | 


future deliveries to new low grounds for the season, with cash corn, 
oats and rye touching the lowest prices since 1945. Subsequently 
there was a sharp recovery from the lows as the result of short 
covering and reports that the CCC will speed up its grain buying 
program. Trading in futures on the Chicago Board of Trade ex- 
panded sharply. Sales on Wednesday of last week reached 92,167,- 
L00 bushels, the largest for any single day since May 15, 1940, when 
the total was 101,310,000 bushels. 

Average daily sales for the week of 62,800,000 bushels, com- 
pared with 48,300,000 the previous week, and 52,000,000 a year ago. 
There was some pick-up in domestic flour bookings: prices moved 
unevenly in sympathy with the wide fluctuations in wheat. 

Cocoa declined under lagging demand from manufacturing in- 
terests. Severe liquidation in lard sent prices for the cash article 
to the lowest level since December 1941, early in the week. There 
Was a firming up of prices later in the period as the result of buying 
»y packing interests and commission houses. Stocks of lard con- 
inued to accumulate at leading marekt centers. Livestock imarkets 
vere very irregular. Both beef steers and hogs at one time dipped 
to lowest levels since October 1945. Ia the clesing days of the week, 


I 
t 
\ 


however, receipts of all classes of livestock were drastically reduced, 
resulting in substantial improvements in prices, with steers, hogs 
and lambs all finishing higher than a week ago. 


Cotton markets were irregular last week with prices moving 
over a fairly wide range. General liquidation and selling, induced 
by weakness in outside markets, caused a sharp downturn in 
prices early in the period. Declines were cushioned to some ex- 
tent by increased mill price-fixing and the market strengthened 
censiderably as the week progressed, 

All of the earlier losses were later recovered and final quota- 
tions were up moderately over those of a week ago. The rally was 
stimulated by the firmer trend in other markets, the realization 
that values had fallen close to the loan level and by reports from 
Washington to the effect that the ECA had allotted about $30,500,000 
to be used for purchases of cotton for France, Western Germany 
and Holland. Activity in spot markets decline somewhat. Loan 
entries reported to the CCC during tne week ended Fek. 3 totaled 
§2.900 bales. bringing the total for the season to date to 4.494.500 
bales. Cotton textiles continued fairly active, with considerable 
improvement noted in some gray goods constructions, principally 
printcloths and sheetings, for second quarter delivery. 


RETATT.. AND WHOLESALE TRADE SUSTAINED AT HIGH LEVEL 
FOR WEEK 

Consumers slightly increased tneir purchases in the period 
ended on Wednesday of last week with aggregate dollar volume 
approximately even with that of the comparable week a year ago, 
according to Dun & Bradstreet, Inc., in its current survey of trade. 
St. Valentine’s Day novelty cards, confections, perfume and other 
gift items were sold in an increased volume. Selectivity continued to 
mark the response to promotional sales. 

Retail apparel volume was at a level slizhtly above that of 
last week. 

As Spring-like weather came to several parts of the nation, 
many women began their apparel purchases for the Easter season. 
Although low-priced dresses continued to be popular, many shop- 
pers displayed more interest in suits than in dresses. Scarfs, 
sweaters and gloves suitable as Valentine gifts were purchased 
in an increased volume. The interest in men’s wear continued to 
be limited. 

The retail volume of food rose slightly during the week with 
total dollar volume near that of a year ago. 

Housewives increased their purchases of meat following price 
reductions in many localities. Beef and smoked meats were sold 
in an expanded volume. There was a slight drop in the demand for 
canned goods with canned citrus juices continuing to be very pop- 
ular. The consumer interest in bakers’ products dipped fractionally. 

Clearance sales of furniture and housewares continued in many 
parts of the nation with the response moderate and consumer in- 
terest centering on small tables, occasional chairs and broadloam 


| floor coverings. The demand for electrical appliances continued to 


be less than a year ago. There was. however. a slight rise in the 
interest in reduced-price washers. In the case oi used-ears, sales 
volume remained limited. ‘ 

Retail volume for the country in the period ended on Wednes- 
day of last week was estimated to be from 2% below to 2% above 
that of a year ago. 

Regional estimates varied from the corresponding levels of a 
year ago by the following percentages: New England down 2 te 
up 2, East down 1 to up 3, South down 4 to unchanged, Midwest 
up 1 to up 5, Northwest down 5 to down 1, Southwest down 3 te 
up 1 and Pacific Coast down 6 to down 2. 

Wholesale order volume for the past week did not vary con- 
siderably from that of the preceding week. Total dollar volume 
slightly surpassed that of the corresponding week last year. The 
number of buyers attending many wholesale markets declined 
moderately, but when compared with the similar week ot 1948 
it was substantially greater. 

Department store sales on a country-wide basis, as taken from 
the Federal Reserve Board’s index for the week ended Feb. 12, 1949, 
showed no change from the like period of last year. This compared 
with a decrease of 4% in the preceding week. For the four weeks 
ended Feb. 12. 1949, sales decreased by 2% and for the year to 
date increased by 1%. , 

Retail trade in New York continued to fall the past week 
with sales volume of department stores estimated at close to 9% 
below the corresponding 1948 period. 

According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period to Feb. 12, 1949, 
declined by 4% from the same period last year. In the preceding 
week a decrease of > (revised) was registered under the similar 
week of 1947. For the four weeks ended Feb. 12, 1949, a decrease 


o¢ 
ie 


of 5% was recorded below that of last vear and for the year to date 
volume decreased by 2. 
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What's Ahead? 


(Continued from first page) 
to help us appraise the various 
factors relating to our business. 

Because these factors are so far- 
reaching, I am convinced that no 
business today can operate by it- 
self. What an individual business 
can do is dependent upon political 
and economic conditions not only 
in this country but in the world. 
It is dependent upon the philoso- 
phy and practices of the govern- 
ment in whatever country it is 
operating. 
Private Investment Our Driving 

Wheel 

For example, private domestic 
investment is the driving wheel of 
our national economy. By this 
type of investment I mean private 
capital expenditures for the pur- 
pose of expansion and moderniza- 
tion, together with such subsidiary 
factors as inventory accumulation. 
Through private capital expendi- 
tures our country has grown great. 

But in recent years a new school 
of economic prophets has sprung 


up. These prophets do not seem 
to be too worried about private 
capital expenditures. It is their 


theory that a decline in these ex- 
penditures can be offset by in- 
creases in sterile public structures, 
rearmament and other govern- 
mental activities whose costs con- 
stitute a burden on a free econ- 
omy. 

We have, in fact, in our country 
now a hybrid Keynesian-Welfare 
state, It is true that it is not full- 
blown as yet. But it is in some- 
what more than an embryo form. 

By Keynesian, I do not have in 
mind so much the various con- 
cepts of Maynard Keynes in their 
original theoretical form. Rather 
I am thinking of the elaborate 
doctrines his followers, self-styled 
or actual, have developed with— 
and more often without—the con- 
sent of the master. 

In practice, whatever theories 
the Neo-Keynesians may hold, 
their objective today is to smooth 
out or stabilize the business cycle 
by far-reaching and, if necessary, 
unlimited governmental interven- 
tion in economic affairs. They are 
not too concerned over any con- 
sequences that might result from 
this intervention, such as perma- 
nent inflation, debauchment of 
money, fruitless and costly public 
works projects including leaf rak- 
ing, and even in its most extreme 
case, the exploitation of national 
defense and foreign situations for 
the purpose of forcibly preventing 
perfectly natural fluctuations in 
heavy-industry activity. 

All of these things are part and 
parcel of the doctrine that the vast 
flood of business activity must be 
regimented, regulated, controlled 
and impounded into’ channels 
where they form an immense stag- 
nant pool instead of flowing free- 
ly in a productive stream. 

This Neo-Keynesian doctrine is 
fairly well advanced. Though we 
believe in the principles of capi- 
talism, we must, as realistic busi- 
nessmen, accept the fact that we 
live under a government embrac- 
ing this new religion. We must 
not, therefore, base our business 
plans and policies on the assump- 
tion that our government is still 
guiced by the laissez-faire doc- 
trines of Adam Smith, That would 
be a serious mistake. 


Postwar Periods Differ Greatly 

Nor, in appraising economic 
trends, should we expect that the 
pattern after World War II will 
follow the pattern in the years fol- 
lowing World War I. Each of these 
periods presents a different com- 
bination of facts. There are at 
least four very important differ- 
ences between the period we are 


in today and the one following 
World War I. 
First, there is no neace in the 


world today, as there was after 
World War I. Rather there is the 
widespread “cold war” with Rus- 
sia, requiring vast inflationary ex- 
penditures for armaments and the| 
support of foreign economies. 





‘have found the diminishing sea- 


Second, there are much greater 
backlogs of deferred expansion in 
this period. We were in the first 
war only about 12 years, but al- 
most five years in the second. The 
first war was preceded by an un- 
stable but relatively normal pe- 
riod of economic expansion. The 
second World War was preceded 
by a full decade of depression dur- 
ing which expansion of all types 
was abnormally low. 

Third, prices and costs are less 


flexible in this period. All eco- 
nomic producing groups—farmers, 
laborers, distributors and even 
some manufacturers are more 


powerfully organized today than 
in 1920. They all are inclined to 
prefer a drop in volume—which 


they hope will be temporary—to 
sharp reductions in prices to 
create volume. And many labor 


leaders seem to prefer temporary 
unemployment with benefit pay- 
ments to cutting basic wage rates. 

Fourth, as I have already point- 
ed out, economic intervention by 
government has replaced laissez- 
faire, as the accepted philosophy 
of political parties in dealing with 
the business cycle in its downward 
phase. The followers of Maynard 
Keynes, not the followers of Adam 
Smith, are in the saddle. Our gov- 
ernment today considers itself ob- 
ligated to play quarterback in the 
economic game. Its spokesmen are 
not content that government act as 
a mere referee to see that the 
rules are observed. 

With this background I would 
like to summarize the short-term 
and long-term economic trends as 
we of Johns-Manville see them 
and upon which we are basing our 
planning for the years ahead. 

During the war years we made 
comprehensive studies in our at- 
tempts to forecast the postwar pe- 
riod. These studies were used as 
a basis for a large capital expen- 
diture program which is now vir- 
tually completed. 

Looking towards the company’s 
future progress and growth we 
are now making further studies as 
a basis for another major program. 

End of Economic Cycle 
Approaches 

From an over-all standpoint, it 
seems to us that our economy is 
approaching the end of a long eco- 
nomic cycle that started in 1932. 
All during this time our country 
has been conducting a large scale 
experiment to test out the Keyne- 
sian philosophy of governmental 
economic intervention. To date 
these Keynesian ideas have been 
tried out only in an era when the 
trend has been upward. One won- 
ders what would happen to this 
philosophy during a downstroke 
of the cycle. Because this experi- 
ment has cost the country so much 
already there are a number of per- 
sons who are reluctant to see it 
terminated until it has had a com- 
plete test. 

Perhaps in the not-too-distant 
future there will be an opportun- 
ity to see the experiment through 
the entire cycle. No one, of course, 
can predict with any degree of ac- 
curacy when the cycle will turn 
downward. It is my personal opin- 
ion that we may experience its 
completion within the next few 
years. I say this because the short- 
term trend appears to be as fol- 
lows: 

There are many evidences that a 


readjustment of some kind is due| 


if we are to get back into eco- 
nomic balance. It would be haz- 
ardous to predict when, but the 
beginnings of the process of ad- 
justment have been going on for 
more than a year and by the latter 
part of 1949 should be more evi- 
dent to the man on the street. 


Deferred Demand Almost Filled 


An indication that the deterred 
demand, built up during the de- 
pression of the 1930’s and the war, 
is almost filled, is the reappear- 
ance of seasonal variations in 
many businesses. During this win- 
ter many industries, which nor- 
mally experience a seasonal drop, 





sonal demand has been combined 
with adjustments arising from the 
filling of pipe lines. 
justments of production to demand 
have been made and inventories 
are being held under control. 

At this moment, however, we 
cannot know whether the slight 
reaction in business we are now 
experiencing will continue into 
the final postwar adjustment, or 
if the normal seasonal rise this 
spring, plus the high activity in 
industries such as automobiles and 
construction, which still have a 
large deferred demand, will give 
us another boom year in 1949. We, 
of Johns-Manville, will scrutinize 
the extent to which business rises 


this spring for an indication of 
what is happening. 
I would not attempt to = say 


whether a correction would mean 
a major depression or whether 
economic balance will be attained 
less painfully by piecemeal adjust- 
ment. 

There are several specific fac- 
tors that point to a possible busi- 
ness correction starting in 1949 
and extending into 1950. 

Private capital expenditures 
may decline about $5 billion jn 
1949. Perhaps an inadequate part 
of this will be offset by increased 
government expenditures for de- 
fense and foreign aid. 

The pipe lines in all stages of 
business have been filling up since 
the war. As a result, a large part 
of the reduction in business in- 
vestment in 1949 will be in the 
form of a sharp drop in the rate 
of inventory accumulation. 

During the past year many indi- 
vidual lines of business have had 
to readjust output to reduced de- 
mand by means of lower prices. 
These piecemeal adjustments now 
embrace a wide area and include 
at least 40 different individual 
lines of business. 

The trend is toward a spreading 
out of these piecemeal adjust- 
ments, particularly in agriculture. 
The farm price index has declined 


about 18% from its peak. A de- 
cline of another 10% may be 
ahead for 1949 unless extremely 


bad weather shores up the farm 
price structure. But at present an- 
other year of bumper crops is ex- 
pected and this, naturally, would 


- accelerate the downward trend of 


A correction on this 
scale has many ramifications in 
inventory, farm buying power, 
and balance between farm and 
factory. 

Constituting another factor are 
the high costs in many industries. 
Because of excessive construction 
costs, plant expansion programs 
are being cut back and the outlook 
for residential building is clouded. 
In many businesses labor costs are 


farm prices. 


Prompt ad-| 


so high that only a small decline | 


in sales is necessary to wipe out 
profit. And labor productivity is 
well below standard. 

On the monetary side of the 
picture, the inflationary forces 


a reasonable limitation on expen- 
ditures tor defense, for arming 
other countries and for aid 
through the Economic Cooperation 


| Administration. 


Regarding politics, the election 
has determined the continuation 
of the Neo-Keynesian pattern of 
governmental economic interven- 
tion. We expect, therefore, con- 
tinued’ artificial stimulants, a 
strong labor influence on govern- 
ment policy, more spending, in- 
creased taxes and the absence o! 
a high note of confidence in busi- 
ness circles. 

Against this background, let me 
for a moment discuss industrial 
building costs. I do this for three 
reasons. 

First, Johns-Manviile has a 
part in the building industry and 
therefore carries on a continuing 
study of this very important seg- 
ment of our national economy. 
Second, we have been engaged 
in a rather iaige plant expansion 
program and thus have firsthand 


information from another view- 
point. 
And third, no part of the dur- 


able goods activity is more im- 
portant than the construction in- 
dustry. The durable goods indus- 
tries, while making up only a 
portion of the total national econ- 
omy, constitute a very important 
cake of yeasi which raises the en- 
tire economy when it is present, 
but leaves it flat and stagnani 
when it is absent. 


Lull Seen in Heavy Construction 
In spite of rising costs of heavy 
construction, our country has been 
going through an unprecedented 
boom in this type of building. 
But now plans made during the 
war and started immediately after 
V-J Day have about come to an 


end. Those who make such plans 
are convinced that a_ breathing 


space is in order. They are wait- 
ing to resume building when 
over-all construction costs will be 
somewhat more favorable, even 
though they never return to the 
prewar level. 

The only outstanding exceptions 
to this general situation are the 
railroads and the electrical indus- 
try. They are continuing to in- 
crease their €xpenditures for new 
plant and equipment, 

Of course, when businessmen 
build new factories and provide 
the equipment for increased pro- 
duction they do so because they 
consider the long-term trend as 
being favorable. They do not build 
on a basis of a two- or a three- 
year period ahead. 

The psychology and confidence 
of businessmen are important fac- 
tors in determining the start of a 
project. Still more important 
their ability to obtain financing. 
As a rule, equity finance is avail- 
able only when general confi- 
dence exists. This is one of those 
intangibles which many people in 


1S 


| Washington never seem to grasp. 


seem about spent unless we start! 


on a new cycle of deficit financ- 


ing. Large government surpluses | 


during the past two years have 
had their effect. A further cash 
surplus of more than $3 billion is 
indicated for 1949, even after al- 
lowing for a step-up in defense 
and international spending; that 
is, if the government does not go 


hogwild on newly invented forms | 


And central bank) vent a recession. The governmen- 


of spending. 
policy has been moving in the di- 
rection of restriction with more 


sibility. 

Politics and Russia Exert Force 

In making our appraisal of the 
immediate future we in Johns- 
Manville have considered that the 
timing and severity of the correc- 
tion ahead depend to an unusual 
degree on two factors outside of 
the normal processes of the busi- 
ness cycle. These are relations 
with Russia and the domestic po- 
litical situation. 

Regarding Russia, we have as- 
sumed that there will be no shoot- 
ing war and we have allowed for 


‘from taking 


It is a missing nail in the shoe of 
the Keynesian horse. For want 
of this nail the yrresian knights 
could lose their battle of Waterloo. 

Having embraced wholeheart- 
edly the Neo-Keynesian concepts, 
will our government be able to 
prevent an economic readjustment 
place? And if we 
have a readjustment, how severe 
will it be? 

Because ours is still mainly a 
capitalistic or free market econ- 
omy, the government cannot pre- 


tal expenditure sector is an enor- 


i ‘oti sly greater portion of the total 
steps of this nature a distinct pos- | mously & i , 





economy than before the war. But 
it is by no means the major sector. 

Since all signs point to a read- 
the government would obviously 
prefer to put an end to it before 
justment, ihere is. no doubt that 
the 195N elections. anc most cer- 
tainly, cf course, béfore the 1952 
elections. 

We know that the government 
has the will to intervene. We 
know that the government has 
fostered and obtained legislation 
empowering it to take steps 
aimed at reducing the depth of a 
recession, shortening its length 


and even largely aborting it if the 
cold war gets hotter. 


Next Four Years Can Tell Story 
I am convinced that the next 
four years can bring completion 
of a full test of the Neo-Key- 
nesian doctrines that have played 
such an important part in the eco- 
nomic philosophy of our govern- 
ment during the past 16 years. 

If we face a rather moderate 
economic readjustment, you can 
be sure that the prophets of this 
established state religion will 
move heaven and earth to stabil- 


ize the economic § activity at 
national income and employment 
levels far exceeding prewar. If 
the recession is relatively mild, 
the government's efforts will be 
fairly successful and the Ameri- 


ican people will probably inter- 
pret the result as being favorable 


to a continuance of government 
economic intervention. 
If, on the other hand, a really 


severe deflation—or a full-fledged 
depression develops and _ the 
Keynesian state is unable to com- 
bat it, then this doctrine that was 
so successful when the business 
cycle was on the upstroke may 
well be thrown into the ashcan by 
the American people when it mis- 
fires on the downstroke. 

Some people say that if and 
when such a condition develops, 
the American people, blindly fol- 
lowing the primrose path to the 
police state, will swing leftward 
to an all-out planned economy. 
Personally, I have a lot more con- 


fidence in the average American 
man and woman than to think 
they will go this route. This is 


cnly a guess, of course, and time 
alone will tell. 


In the meantime, while we are 
waiting to see what actually hap- 
pens in the immediate  pericd 


ahead, I have a very great faith in 
the long-term future of this coun- 
try of ours. I am quite convinced 
that in the decade of 1951 to 1960 
we will again resume the upward 
trend to the attainment of new 
high standards of living and wel- 
fare for our people. 

I certainly do not intend to sell 
the United States short for I be- 
lieve that ours is a country of un- 
limited destiny. I believe that the 
experiences we have been going 


through during the past 25 years 


are but an interlude in our his- 
tory. When we put this behind 
us there is the promise of a great- 
er era of accomplishment than 
this young nation of ours has 
ever experienced. 

In the past two years, I have 
traveled about 125,000 miles, cov- 
ering a good part of Western 
Europe, and most of North and 
South America. As a result of 
this I am more than ever con- 
vinced of the unmatched great- 


ness of the United States in spite 
ef our minor troubles with grow- 
ing pains, 

As my basis for looking toward 
another era of progress, I would 
like to cite the following: 


Growth Factors in Next Decade 


First, during the decade from 
1951 to 1960 our population will 
increase by perhaps 10 million 
people. 


Second, the total industrial pro- 
duction at the top of the next 
boom, which might or might not 
come around 1960, could be about 
30% greater than in the boom 
year 1948. 

Third, output per man-hour in 
manufacturing could be 25% 
greater by 1960 under normal ad- 
vances. and it could even be from 
50 to 60% greater if we take into 
account the present unprecedent- 
ed capital-investment boom and 
further mechanization in the 
years ahead. 

Fourth. employment in non-ag- 
ricultural establishments, in agri- 
culture and in the armed forces 
should be about 64 million in 1960. 
With a total working force of 66 
million, this would allow for two 


million being normally unem- 
ployed. 
If we attain some measure of 


economic balance.and if the gov- 
ernment will adopt measures and 
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encourage rather 
than discourage business conf!- 
dence, I can see no réason 
being pessimistic about the 
decade. 


a philosophy to 


cCr 
next 


Russia Reaps Victory 

The only otner problem tha 
might still face us is the one pre- 
sented by Russia. 

It seems to me that whereas the 
United States provided the means 
with which World War II was 
won, actually Russia is reaping 
the fruits victory. 3y this | 
mean that because of the agree- 
ments made by our past and 
present Presidents, we gave our 
victory away to Russia. 

I do not believe that 
wants war. The time will 
when Russia will be faced 
the cold fact that she must get 
back into her own territory and 
Stay there. We have absolute 
superiority, if not an _ outright 
monopoly. of the means. with 
hich to wage atomic war, but, I 
hope, there will be ne necessity of 
doins so. , 


O1 


tussia 
come 
with 


When the time comes, I hope we 
in America will be ready, able and 
willing to assure the world a hun- 
dred years of peace. I personally 
believe that we will build the 
foundation for that accomplish- 
ment within the next decade. 

[It is partly upon that belief and 
our power to accomplish it that I 
predicate my faith in a great fu- 
ture for our country. Certainly 
when you visit other countries and 
see the measure of their troubles, 
ours, which may look big to us, 
are in fact relatively small. 

In the last two vears the Ameri- 
can people have got clearly in 
their minds that they do not want 
Communism. Anyone who favors 
Communism is going to be pretty 
unpopular with the American peo- 
Ple in the period that lies ahead. 
The people may for a while sanc- 


tion experiments of the Neo- 
Keynesian type, but at heart, they 
remain as devoted as ever to our 


free and democratic way of life. 


Defeat of Communism Predicted 

Not so lone ago. there were 
some who tavored Mussolini be- 
cause he had the trains in Italv 


on 


running time. They failed to 
realize all the while that the trains 


had been running on schedule in 
America lor a long, long time. 
It is a big change from the Cays 


when some misguided people ad- 
mired the power of Hitler’s dicta- 
torship and thought it could never 
be stopped. They thought, there- 
fore, that we must follow a road of 
appeasement and find some way 
to do business with Hitler. Any- 
one who has looked as I have at 
the smashed cities of Germany 
will realize that the innate power 
of the democracies, and especially 
America, very much greater 
than appears at times on the sur- 
face. 

And so I have a basic belief that 
Stalin and his police state cannot 


is 


prevail. In the long run, and by 
some means, Stalin’s state will 
crumble just as the regimes of 
Hitler and Mussolini tumbled to 
the ground. 

When the Stalin state does 


crumble. I hope it will bring about 
a new era. Then the people of the 
Western world can again concen- 
trate for a long time on real ad- 
vancement, They can expend their 
efforts upon the development of 
culture and the things that will 
make the leisure we have won on 


the industrial front mean some- 
thing. It should be a period when 


we can devote our energies not to 
the destruction of war, but to the 
constructive efforts of peace. 


When that time comes, I sin- 
cerely hope that we will have 
learned some of the fallacies of 


the Keynesian ideas; that we will 
again search for the means, con- 


sistent with basic -apitalism, 
which with our form of govern- 
ment have made_ possible this 


America of ours. For it is the envy 


of all the world and represents 
the greatest development of all 
time. 
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——————— By JOHN T. CHIPPENDALE, 2. 


New highs for the year in. the longest tap issues imparted a 
favorable tone to the government market. Switching the new 
money commitments are making for considerable activity in the 
ineligibles Since these exchanges are from the bank bonds 


there is also sizable volume in the eligible obligations. Federal 
continues to be the main seller of the restricted securities and they 
appear to be inclined to feed into the market just enough bonds to 
keep it buovant and orderly. ... It may be that the monetary author- 
ities would not be averse to having prices advance somewhat above 
recent tops. 

Although the tap bonds seem to have assumed market lead- 
ership, the longer eligibles are acting well and the sidewise 
mevement may be taking the place of a minor price reaction in 
digesting the floating supply. ... While quotations of the longest 
maturities are at levels that might seem high and some backing 
away would not be unusual, there is a !2rge demand for these 
securities in the market and price dips invite buying. The 
technical pesition 21 the market appears to be favorable, with the 
eligibles making much proeeress along that line. . 


SAVINGS BANKS PRIME MARKET FORCE 


Savings banks and out-of-town commercia! banks are the main} 
.. The former insti- | 
tutions seem to be slightly more active than the deposit institutions | 


motivating forces in the government market. 


since they are on both sides of the long-term Treasury market. 
Switches by savings banks are accounting for a substantial amount 
of the business that is going on in governments, because these insti- 
tutions are continuing to move out of the more distant eligibles into 
tap bonds. Income is improved by these swaps and premiums 


are redaced. 
Although the longest ineligible bonds are the leading issues 
in these position changing operations, the other taps are also 


being used to replace bank obligations that are being eliminated. 
... The supply of eligibles is being added to by these switches, 
but the longer bank bonds that have been coming into the market 
are being well taken by the non-metropolitan deposit institu- 
tions. This improves the technical position of the market 
since smaller amounts of the eligibles are going into positions of 
dealers and traders. ... Were it not for sales by savings banks of 
the eligibles, prices of these bonds would probably be consider- 
ably higher than they are now.... 


OUT-OF-TOWN COMMERCIAL BANKS ACTIVE 

The out-of-town deposit banks are also in some instances on 
both sides of the government market, but in most cases it involves 
short and long maturities. ... These institutions are letting out the 
lower income issues in order to go into the longer maturities which 
will maintain or improve earnings. ... These banks in the not distant 
past found out that excess reserves should be invested in order to 
make maximum use of their facilities. Although reserves were 
built up during the periods of uncertainty, conditions have changed 
cnough now to warrant smaller excess reserves than many of these 
banks have been carrying. 

Therefore, not only are switches being made from shorts 
into longs, but idle funds are being put into the higher income 
issues. ... This is where most of the eligible bonds that are being 
sold by savings banks are going at the present time. . There 
is some buying of tong eligibles by the metropolitan banks, but 
it is small compared with the purchases of the out-of-town 
institutions. . 


TAXABLES OCCUPY DUAL ROLE 


The taxable government market seems to be divided into two 


distinct parts with maturities through 1952/54 being considered the | 


shorter end of the market while issues maturing after the afore- 
mentioned dates are in the longer-term classification. There 


appear to be different types of operators in both of these sections 
of the market now, with the larger commercial banks mainly inter- 
ested in the first part of it and the out-of-town institutions concen- 
trating in the latter part. 

This condition could change almost overnight since the 
metropolitan institutions will no doubt be more interested in 
longer maturities, as soon as there is an ease in money market 
corditions in their localities. . . . This could take place after 
March income tax payments are out of the way.... 


INSURANCE COMPANIES INACTIVE 

Insurance companies are very much in the background, for the 
moment at least, as far as the government market is concerned. : 
They have not been sellers and aside from the smaller ones have not 
been buyers. When they will assume a more active role in the 
picture is a matter of conjecture, although signs are appearing here 
and there that a few of the more sizable ones may be getting ready 
to take on some of the longest tap bonds. 


INCREASE IN SHORT-TERM RATES? 
Firmness in Federal funds and slightly higher rates for dealers’ 


loans on short maturities of Treasuries, is raising the question 
whether or not there will be an increase in the bill and certificate 
rates... . If Federal funds were to remain firm or advance slightly 


for an indefinite period, there would probably be a minor upping of 
the bill and certificate rates by the government. . . ; 
However, if this is a temporary situation that will be rem- 
edied after March 15, income tax payments have been cleared, 
there is not likely to be a change in rates of the shortest Treas- 
ury Obligations... . 


PARTIAL EXEMPTS GAIN FOLLOWING . 


Although the partially exempts are not as attractive as they 
have been in the recent past, sizable orders have been in the market 
for the longer maturities especially the 273% due 1955/60 and the 
2%4% due 1960/65... . At least three large buyers have been looking 
for the 2%4% due 1960/65 and the available supply was pretty well 
cleaned up at advancing prices... . 

The longest 2%, % bond is still on a favorable basis for many 
institutions and the limited amount available in the market 
makes it difficult to accumulate even when bids are moved up. 
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the front and of the 
unemployment dis- 


in terms of 
factory, that 
appeared. 

Similarly, since V-J Day, the 
basic policy of our government has 
been to exalt the consumer and 
his ability to buy. The central ef- 
fort has been to maintain consum- 
er purchasing power at the war- 
time level in order to insure the 
continuance of full employment. 

In spite of the fact that the war- 
time experience of most, if not all, 
countries had clearly demon- 
|strated the impossibility of con- 
'trolling prices without controlling 
| wage rates and agricultural prices 

basic elements of cost—our in- 
_tenventionists barged right ahead. 
| Benefit payments, direct hand- 
|outs, guarantees, and a persistent 
| sponsoring of successive rounds of 
wage increases prcduced and sus- 
| tained an inflationary binge. 

And now, at or near what ap- 
pears to be the top of the “zoom,” 
at a time when an unwillingness 
of the consumer to buy is again 
asserting itself we are being called 
/upon again for more handouts, for 
more social and political spending. 


Stupendous Debts 


We have today a Federal debt of 
more than $250 billion—somewhat 
more than $6,300 for every family 
in the country. Our American cor- 
porations owe about $105 billion. 
Individuals, including unincorpor- 
ated businesses, owe about $78 
billion, a debt that has risen by 
about $22 billion since the war. 

These three items federal, 
business and private debt—total 
about $430 billion. In addition, 
our states, counties, cities, and 
other local governments owe at 
least $75 billion. Our grand total 
of indebtedness, then, almost sure- 
ly tops $500 billion. 

In the current moment, about 
one out of each six adults in 
these United tSates is receiving 
checks from our Federal Govern- 
ment. 

Regular payments, by govern- 
ment check, go forward from our 
nation’. capital into every nook 
and cranny of our land—forward 
to 15,800,000 of our citizens. And 
this number is growing. 

Please do not misunderstand the 
intent of my words. I do not dep- 
recate a national effort to see to 
it that those who are unable to 
work shall not be deprived of in- 
come. Nevertheless, the propor- 
tion of our national income now 
being distributed upon the basis 
of so-called need is growing far 
| too rapidly. For 1948, pension pay- 
/'ments, unemployment 
old-age assistance and other relief 
payments totaled more than $11 


billion. As has been pointed out 
-by other economists, such pay- 


'ments exceeded all the dividends 
of our American corporations by 
about 40%. 

Just where will the money for 
the vast new welfare services now 
proposed come from?” 

Obviously, it must come out of 


production or out of additional 
debt. 
And insofar as production is 


concerned, only a part of our pro- 
duction can be used for handout 
purposes—that part which is in 
excess of consumption. 

In plain language, this means 
the earnings of those who spend 
less than they make, who finance 
their own security and therefore 
need no public aid, and who save 
something. 

The maintenance of the nation’s 
charitable activities, the payment 
of most of the taxes turned in to 
the various divisions of govern- 
ment, the provision of business 
working capital, and for industrial 
expansion, these are the obliga- 
tions of the producers and savers. 

Compared to our total popula- 
tion, the producers and the savers 





presently constitute a relatively 
small group — a group that is 
rapidly shrinking in size. And it 


benefits, | 


is a group that unquestionably is 
already under heavy strain, 


Indeed, official governmental 
estimates for 1948 indicate that 
only about two and one-quarter 


million people made $100 a week 
or more. Their total income be- 
fore taxes was $29 billion and only 
$20 billion after taxes. 

And if you count only those who 
made over $200 per week — the 
economic royalists, if you will— 
the number curves sharply down 
to 800,000 with a before-taxes in- 
come of $19 billion and an actual 


spendable income after taxes of 
about $12 billion. 
This is the total net income of 


the group that is supposed “like 
the Greek God Atlas” to carry our 
domestic and international pater- 
nalism., 

Faced with bold new programs 
of expense, one begins to wonder 
whether the ability and the will- 
ingness of the producer and the 
saver will deliver what is being 
promised. 

It could be that some day we 
will make the heartbreaking dis- 
covery that in the programs of 
governmental interventionism, 
small or huge, “‘There is no force 
so pitilessly realistic as arith- 
metic.” 

A moment ago, I spoke of the 
exaltation of the consumer and his 
ability to buy, an exaltation that 
has gone on for a long time now 
at the direct expense of the per- 
petuation of the sound enterprise 
incentives that motivate expand- 
ing production. 

There is such a thing, of course, 
as willingness to produce quite 


apart from ability to produce. 
And at the moment, it may well 
be that on any downturn we 
would find ourselves perilously 


close to a breaking point in the 
matter of willingness to produce. 


Economic Capacity and Welfare 
Programs 

There is a point beyond which 
the producers and the savers can 
lack incentive to put forth the 
necessary effort to provide for the 
drones. Social and welfare pro- 
grams cannot be extended beyond 
economic capacity. Personal ini- 
tiative and enterprise must not be 
paralyzed or crippled. 

As the current issue of the Na- 
tional City Bank “Bulletin” -puts 
A 

“A proportion of the country’s 
product always has been and al- 
ways will be diverted from those 
who produce it, and employed for 
welfare purposes OUT » % 
through all history, and undoubt- 
edly in the future as well, the 
greatest advances in human wel- 
fare come through the growth of 
the industrial organization, the 
improvement in its output... they 
come by increasing the productiv- 
ity of the individual, through in- 
vention, research, saving, invest- 
ment, and work.” 

The completely artificial incen- 
tives to the willingness of organ- 
ized business to produce — artifi- 
cial incentives that are character- 
istics of an inflationary binge— 
may now well be matters of his- 
tory—of yesterday. It certainly 
seems unlikely that the annual 
windfall in tax revenues provided 
to the government by rising in- 
comes, and the annual windfall 
provided to the corporation by 
rising volumes, can be counted 
upon much longer. 

During the past two and one- 
half years of climbing indices, 
business enterprise has provided 
the funds necessary to sustain the 
health of the economy and to take 
care of industrial expansion large- 
ly by retaining earnings and by 
using accumulated wartime busi- 
ness savings. However, the profits 
that have been adequate to do that 
job have largely coms from ex- 
panding sales volumes. 

The trouble with thet picture is 
seven-fold. In the first place, for 
the long run, it is dangerous to 

(Continued on page 32) 
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depend for capital upon corporate 


savings in the main or entirely, 
corporate savings as opposed to 
personal savings. In the second 


place, profit levels and totals are 
uncertain in the more competitive, 
pipe - line - filled days that are 
ahead. In the third place, the re- 
tention of earnings by our cor- 
porations is presently exposed to 
a imore drastic enforcement of 
Section 102. Fourth, certain in- 
dustries like the utilities — unable 
as they are to realize large 
amounts of profits even in an in- 
flationary period — must largely 
resort to heavy debt burden to 
meet their capital needs. Fifth, 
the lack of personal venture sav- 
ings sharply penalizes the new 
enterprise. Sixth, our mounting 
taxes and the architecture of our 
tax structure has had its most 
drastic impact upon the tradition- 
al venture saver and investor. And 
seventh, it is the militant unionist 
anc the farmer who have been the 
principal beneficiaries at the post- 
war feast of sharply increased in- 
comes—and neither is a venture 
saver. 

Just about a month ago, in Des 
Moines, lowa, a banker friend of 
mine put it to me this way, and 
well, so it seemed to me: “Why,” 
he said, “the Iowa farmer now 
builds two silos for every barn, 
one for his corn and one for his 
money.” 

Frankly, the grave danger that 
faces our economy at this moment 
is that any new and additional in- 
terventionism with some bold 
purpose of providing plumbing for 
the world at large could, I fear, 
take business profits almost com- 
pletely out of their traditional role 
as a sound incentive to production 
anc put profits into a totally new 
role as a mere source of revenue 
for a Welfare State. 

Certainly, at the very time when 
the artificial stimulants to produc- 
tion that are present during a 
binge are losing their stimulating 
effects, it would seem that we 
should be implementing our sound 
and long-range incentives to will- 
ingness to produce. 


Importance of Capital Creation 

ft is time to face squarely the 
fact that enterprise functidns by 
means of capital and that the most 
fundamental problem of the long 
run is the rate at which we can 
create capital. If,asthe Presidential 
messages have declared, we are to 
deliver on our promises in double 
harness, I quote, “by free govern- 
ment and free enterprise working 
together” it will be necessary to 
provide some fodder for one very 
sick horse. Either that, or enter- 
prise may sit right down on his 
haunches and balk. 

A governmental interventionism 
that proposes domestic and inter- 
national programs that can only 
be successfully implemented by an 
enormous increase in production, 
and that at the same time, through 
a tax structure expressly designed 
during the 30s to discourage thrift, 
sharply restricts industry’s abil- 
ity to enlarge and to improve its 
plant and to raise capital for such 
purposes—-such interventionism is 
the very essence of contradiction 
and of irrational confusion. 

Certainly, there is little logie in 
pregrams and proposals that mul- 
tiply manifold claims on our fu- 
ture capital for social purposes 
while, at the same time, the crea- 
tion of new capital is throttled. 

Larger and larger social respon- 
sibilities, domestic and foreign, 
simply cannot be met by dividing 


what is. We can only be success- 
ful and solvent in the long run 


by multiplying what is. 

The plain fact is that we need 
and must have more and better 
plant and equipment than we now 
have. 

Capital outlays by business have 
been the prime sustaining factors 
“in the over-all and high-level ac- 
tivity of 1948. Such outlays reach- 
ed $18.8 billion. 





For 1949, most estimates of 
prospective capital outlays predict 
a decline. 

And certainly, any enactment 
of new corporate taxes will surely 
maximize, on the. down side, the 
estimates of a decline in expendi- 
tures on plant and equipment. It 
will severely curtail the moneys 
that corporations can spend out of 
earnings. And it will reduce the 
ability and the willingness of 
many corporations to borrow. 


The Squeeze on Profits 

The squeeze in profits may well 
be just around the corner. Cer- 
tainly, business inventories, for so 
long an important source of un- 
earned gains, no longer are con- 
tributing vigorously to corporate 
earnings. For 1949, there appears 
little promise of sharp increases in 


sales volumes. And if, as ‘‘For- 
tune” puts it editorially this 
month, a corporate tax increase 


reduces profits expectations still 
further, “the result is predictable 
by economic axiom: less and less 


new investment, more and more 
unemployed.” 
A forced contraction in the 


amounts of undistributed earnings 
available for use for expenditures 
on plant and equipment and a fur- 
ther cutback in the possible sav- 
ings of individuals in the high- 
savings barckets can “almost auto- 
matically put the brakes on eco- 


‘nomic expansion.” 


To maintain employment at 
somewhere near present levels we 
will need, I think, the same 
amount of expenditure on plant 
and equipment in 1949 as we had 
in 1948 — approximately $19 bil- 
lion. And as our population in- 
creases, these expenditures must 
rise still further. As recently as 
last Sunday, one of our ablest en- 
terprise economists — we don't 
have too many left, you know— 
dared to say that industry must 
double the size of its plant and 


equipment during the next 25 
years. I refer to Sumner Slichter 
and his article in the “Times” 
Magazine Section on Sunday, 


Jan. 23. 

Now, capital outlays, of course, 
depend directly upon willingness 
to spend, because such spending 
can be postponed. . 

For 1949, plans for capital out- 
lays are not firmly set. Shortly 
after V-J Day, the need for ex- 
pansion was so apparent that capi- 
tal expenditures were planned on 
a firm basis and were adhered to. 
Today, of course, the sharp shift 
from expansion to modernization 
means that new outlays can be 
more easily postponed. So it is 
that for 1949 events. both political 
and economic, will shape our ac- 
tual capital expenditures. 

I have passed out to you today 
an interesting chart which seems 
to me to tell the story of the re- 
lationship between capital outlays 
and the true health of the econ- 


omy. 
And that story is plain. 
In every one of the 16 peace- 


time years from 1929 to 1948, em- 
ployment levels in this country 
have closely paralleled the trend 
of capital expenditures regardless 
of the size of Federal expendi- 
tures. 

In every one of these 16 years, 
the trend of business spending for 
plant and equipment has followed 


taxes. 

And in each of these 16 years, 
the average weekly earnings of 
factory workers have. declined 
whenever capital outlays have de- 
clined, and have increased when- 
ever spending on plant and equip- 
ment has increased. 

But enough of all that! The 
yawning time will soon be upon 
you. And by now you are saying to 
yourselves, and rightly so, the 
Dean is on his hobby horse, gal- 
loping madly about. It is time to 


turn the old nag around and head 
home. 


for As Lady Godiva well 





said, returning from her ride, ‘‘I’m 
now approaching my clothes.”’ 

In closing, then, permit me just 
a few words more. 


What’s the 

What now is the remedy, if any, 
for the impact of interventionism 
upon the current economic scene? 

I wish I could supply the answer 
confidently and definitively. 

But all I dare, I think, is to 
make a few tentative suggestions. 

(1) In the first place. I believe 
that the American busineSs man 
must develop his economic knowl- 
edge. It has been said, you know, 
that we are a practical but not a 
theoretical people, that ‘no nation 
has been so barren of... theoret- 
ical insight and yet at the same 
time so productive of inventive 
genius, engineering efficiency, and 
mechanical skill. We like to 
press buttons, shift gears, release 
brakes, whirr dynamos, but we are 
very little interested in the why 
and wherefore of what they do.” 

However all that may be, it is 
high time for business men to de- 
velop an enterprise body of eco- 
nomic theory, rooted in the suc- 
cessful accomplishments of the 
past, an enterprise theory that en- 
visions a dynamic and expanding 
economy. And to do that effect- 
ively it is necessary to understand 
other bodies of economic doctrine 
that are alien to our cultures and 
that will be productive of static 
and restrictive results. 

We simply cannot go on devot- 
ing all our hours and all our 
mental energy to day-by-day 
operative procedures while insidi- 
ous economic theories spread and 
grow all about us. 

We have a body of proved 
premises for which to stand if we 
will only formulate them. They 
are worth standing for. We must 
take more time out to know and 
to become effective missionaries 
for enterprise and its articles of 
faith. 

(2) In the second place, as indi- 
viduals, I believe that we must 
restore the ideals and the proce- 
dures of the Republic, of the rep- 
resentation of people who are 
citizens of areas. I think we must 
do more to make our legislators 
conscious of the fact that they rep- 
resent thinking individual constit- 
uents, not mere parties, groups, 
or organizations. 

We need to take individual posi- 
tions on concrete economic propo- 
sals and to make these positions 
known to our congressional repre- 
sentatives. And we need to take 
these positions’ on matters that do 
not directly affect our own per- 
sonal business interest or activity. 
How often, as individuals, do we 
write, wire, and talk to our rep- 
resentatives in Washington? In- 
stead, don’t we all depend far too 
much upon our group lobbies, 
upon representations made by our 
business associations and made 
generally only when some new 
proposal directly affects the busi- 
ness or industry with which we 
are associated? And yet, the pres- 
sure of individual comment upon 


Remedy? 


| measures in which there can be no 


direct selfish interest is, I think, 
the only effective way to break 
down the tendency of our con- 
gressional leaders blindly to fol- 
low a party or a presidential lead- 
ership. 

(3) Last, but not least, we need, 
I think, to rid ourselves of any no- 
tion that State Socialism or Com- 
munism necessarily constitute 


: ES | twin dangers in the current eco- 
the trend of corporate profits after | g 


nomic scene. Certainly, it is less 
than courageous to assume that an 
increasing interventionism is for- 
ever inevitable, that it is a part of 
a surging wave sweeping over the 
world, and that an unfathomable 
force must carry us inexorably 
forward into some form of com- 
plete totalitarianism. 

Even if interventionism utterly 
fails us, that fact will prove 
nothing but the futility of inter- 
ventionism. The trend of a hybrid 
system may well be toward com- 
plete and centralized control. But 
we can reverse a trend! We can 
stili move back to enterprise. It 


will be difficult, yes, but given 
common sense, moral courage, and 
some gentle optimism, it can be 
done. 

No, a greater danger, by far, is 
a further yielding to paternalism, 
to any growing demand for bigger 
and better handouts. 

Somehow, the tendency to vote 
for the biggest offer must be re- 
versed. And yet that very ten- 
dency is difficult to attack. For it 
does not rest upon any architec- 
tural structure of rational eco- 
nomic premises. 

Rather, it is largely the result 
of fear! 

Among the older groups of the 
population who ponder on the 
present in terms of the past, fear 
is widely prevalent. To many se- 


nior thinkers our present civiliza- | 


tion seems to be a kind of convey- 
ance rushing ahead at an ever-in- 
creasing speed, carrying within its 
disintegrating framework, a little 


two-legged creature called Man, 
pale and shivering, as he pulls) 


levers, right, left and center, hop- 
ing that the hydraulic brakes will 
take hold before the whole eco- 


| 


nomic carriage falls apart like the | 


one-hoss shay at half past nine by 
the meeting-house clock. 

And that kind of fear, of course. 
creates votes for handouts now- 


votes for getting while the getting ' 


is gocd. 

Similarly, too, among our 
vounger and middle-aged groups, 
large numbers of whom have ac- 
tually experienced life in widely- 
drawn battle lines, fear also 
abounds. The over-hanging sense 
of a new atomic and bacterial total 
war lurks behind every futile step 
toward peace. The short-run con- 
sideration replaces the long-run 
course and they too vote for hand- 


outs now, for getting while the 
getting is good. 
These fears, gentlemen, will 


only be dissipated by developing 


an expanding economy, by remov= 
ing the interventionist obstacles 
thereto, by restoring sound profit 
incentives, and by making the ac- 
quisition of capital easier and 
quicker for the individual. 
Constantly, we need, I think, to 
remind ourselves that Civilization 
after all, is hardy and tough, Wise 
old Adam Smith, you know, is re- 
ported to have said: “There is a 
good deal of ruin in a nation.” 
Ninety-odd years ago, Karl Marx, 
“again and again in the role of 
self-appointed undertaker” dug 
and re-dug capitalism’s grave, only 


to see capitalism recover and 
march on, to his amazed chagrin. 
History, even recent history, 


proves that our own country can 
take a great deal of economic pun- 
ishment and stand up in spite of a 
large amount of economic experi- 
mentation. 


Proposed social changes and 
economic experiments deserve 
penetrating scrutiny, most cer- 
tainly but impending decisions 


seldom justify despair even when 
made. The necessity for decision 
infrequently takes the form of the 
perfect dilemma with its two ines- 
capable and @mpaling horns. To- 
morrow’s choice is seldom a ques- 
tion of heaven or hell, nor always 
one of right or wrong. Often it is 
merely a question of slightly bet- 
ter, or slightly worse, a question 
that implies calm and confident 
consideration rather than a de- 
spairing anticipation of being cast 
into utter darkness whatever the 
choice. 

There is still, I think, ample 
room for confidence in our ability 
to build a highway that will bear 
our weight as we advance. There 
is still a chance, I am sure, to build 
an expanding enterprise economy 
that will be based upon a respon- 
sive interplay between purpose 
and fulfillment, between initiative 
and return, 


The 1937 Stock Market 
Crash and Business Crisis 


(Continued from first page) 


tory had shown down to that time. 
The extreme down swing between 
the peak of 1929 and the low oi 
1932 in volume of business was 
greater, but at no stage of that 
decline was anything like so rapid 
a downward movement revealed.! 

Various explanations have been 
offered for this major crisis. In 
previous chapters we have found 
reason to reject the theory that it 
was due to the very modest tight- 
ening of an unprecedented easy 
money market, due to the action 
of the Federal Reserve authorities 
in increasing the reserve require- 
ments of the member banks in 
late 1936 and early 1987, and the 
view that it was due to a reduc- 
deficit 


tion in the government’s 
spending. 

We have seen that countervail- 
ing financial phenomena of a 


highly stimulating sort took place 
in the great increase of the com- 
mercial loans of the’ banks, 
amounting to over $2 billion for 
the banks in the Federal Reserve 
System alone, beginning in the 
third quarter of 1935, and moving 
through 1937. and we have seen, 
coincident with the increase in 
the reserve requirements, a great 
increase in new issues of securi- 


ties. New security issues in the 
first quarter of 1936 stood at 
15.8% of the new security issues 


of the first quarter of 1923. This 
figure began to rise in the second 
quarter of 1936, and moved stead- 
ily through the second quarter of 
1937, to a level of approximately 
50% of the new securities issued 
in 1923; New security issues con- 
11 am here using the old Federal Re- 
serve Index of Industrial Production, ad- 
justed for seasonal variation, 1923-25 
100. For reasons explained in The 
Commercial and Financial Chronicle of 
Oct. 31, 1946, pages 2228-2229, I do not 


use the new Federal Reserve index (1935- 
39-100). 


tinued in strong volume in 1937 
until the stock market crash. 

A fundamental explanation of 
the stock market crash and the 
business reaction to be founc 
in the curtailment of business 
protits, Business expands when 
profits are improving, and con- 
tracts when profits decline, or 
when there is a serious threat to 
profits. The main cause of the 
decline in business profits was the 
great increase in wage rates which 
came after the election of 1936 
There had not been a great deal 
of trade union activity, taking 
advantage of the opportunities 
made by the Wagner Act of 1935 
until after the election of 1936 
Then there came an immense ac- 
tivity, headed by the CIO unde: 
John L. Lewis, although the AFL 
and other labor organizations 
were not inactive. The focus of 
this was in the automobile indus- 
try, centering in Detroit, where 
there were immense strikes, in- 
cluding “sit-down” strikes, where 
the laborers occupied the plants, 
and where management had diffi- 
culty in getting its normal, legal 
remedies from the State of Mich- 
igan. The automobile industry 
yielded. Unionization rap- 
idly accomplished and wages were 
But all over the 

degree, similar 


Is 


Was 


rapidly raised. 
country, in 
movements were under way. 

The main factor on the indus- 
trial side in bringing the revival 
of to a close was this 
startling increase in wages, not 
due to scarcity of labor, because 
unemployment remained at 6% 
millions for the year 1937, but due 
rather to a tremendous burst of 
activity by trade unions under 
the Wagner Act—a rise in wages 


less 


°7 
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unmatched by a correspondin 
rise in the productivity of labor.’ 
But there was also a very pow- 
erful financial cause of the busi- 
1ess crisis which constitutes the 
nain theme of this and the suc- 
‘eeding two articles, 
Internal Stock Market Weakness 
A major factor partly precipi- 
tating and certainly intensifying 
the collapse in -industrial activity 


winter and early spring of 1938, 
was the sudden break in the stock 
market and the revelation of an 
extraordinary weakness in the in- 
ternal stock market situation. A 
recapitulation of stock market his- 
tory following the Supreme Court 
decision on May 27, 1935, and con- 
tinuing through 1938 will be use- 
ful 
the 


The following table for 
Industrials will 


here. 
Dow-Jones 


n the autumn of 1937 and the tell the story: 
.Dow-Jones Industrials—1935-38 
1935 
High Low 
Jun. 24 121.30 aun. 3 108.64 
July 31 127.04 July 3 117.80 
Nov. 20 149.42 Nov. 4 139.99 
1936 . 
Apr. 6 163.07 Apr. 30 141.53 
Oct. 19 178.44 Oct. 1 167.54 
1937 
Mar. 10 195.59 Mar. 22 179.28 
Jun.» 5 175.66 Jun. 17 163.3 
Aug. 14 190.38 Aug. 27 175.09 
Sep. .1 176.11 Sep. 24 146.22 
Oct. 1 155.11 Oct. 19 115.84 
I Nov. 1 137.01 Nov. 23 112.54 
193 
Mar. 1 131.03 Mar. 31 97.46 
: Oct. 24 155.38 Ort, } 141.56 
Nov. 10 158.90 Nov. 28__- 145.21 
It will be observed here that; Weekly Series New York “Times” 
the market began an almost im- 1937 Combined Business Index 
mediate advance following the (Seasonally adjusted) 
Supreme Court decision on NRA, August 7 - 108.2 
May 27, 1935, moving up from a 9 
low of 108.64 | . 1 of 1935 August 14 wo, be ges 
ig lldag F 7 = ee (Stock market, 190.38) 
to a high of 121.30 on June 24, hnoust Si 109.9 
and advancing with very little in- pectin 28 ae 109 4 
Tr i é ig f 195.56 Oo ERM © are | ages = 
oo a 2 oo (Aug. 27, stock market, 175.09) 
at ani wal September 4 iimanas Se 
Stock Market and Supreme Court September 11 : 106.6 
Fight September 18 104.9 
The market vielded with the September 25 ey 
attack on the Supreme Court, October - ata 
reaching a low oft 163.31 on June October : 10 2 
17 of 1937, trom which point it October 1S : a 
moved upward to a high of 190.36 October <5 Ju. 
on Aug. 14, the rally coinciding The break was not due to a 
with tavorable developments in heayy volume of selling and _ it 
the Supreme Court fight, and the was not due to foreign selling. 
high of Aug. 14 being eimgat aS Over the period Aug. 4 to Sept. 29, 
pitas: Pr ~- top figure of the vear {o,eigners bought more than they 
on Maren 10. 


Startling Break After Aug. 14, 1957 

Then with startling rapidity the 
market weakened, dropping from 
190.38 on Aug. 14 to 175.09 on 
Aug. 27. to 146.22 on Sept. 24, to 
115.84 on Oct. 19, to 112.54 on 
Nov. 23, and finally to 97.46 on 
March of 1938, which was the 
low for the downward move. 


a) 
2 


Business Still Good 

The break came with the weekly 
business figures still good, and 
the weekly business figures con- 
tinued good in the early 
of the break. The business com- 
munity in general was increduloas 
when the stock market break be- 
san, though the leaders of the 
automobile industry had been 
very apprehensive well before the 
break. They had stood the main 
impact the labor 
which unionization involved, They 
had done extraordinary things in 
making managerial adjustments to 
offset these but they felt 
that they had reached the end of 
their rope in this matter, and that 
profits were certain to go down 
drastically. The 
munity as a whole, however, 
still hopeful. They had orders on 
their books. They felt that they 
could adjustments to 


stages 


of rising costs 


costs, 


business com- 


Was 


still make 
offset a part at least of the rising 
wages, and they saw no valid rea- 
son for the violent break in stocks 
when it first came. The following 
table shows the New York 
“Times” weekly index of business 
for August, September and Oc- 
tober: 





2 See my chapter, “‘The Road Back to 
Full Employment,” in the 20th Century 
Fund’s Financing American Prosperity, a 
Symposiunr of Economists, New York— | 


1945, pages 17-22. 


Foreign buying and selling. 
were at no time large 
in volume during the break. There 
was no extraordinarily disturbing 
news for the most part. except the 
appointment of Justice Hugo Black 
to the first vacancy in the Su- 
preme Court after the President’s 
defeat on the Court packing bill. 


sold. 


moreover, 


This startled the business and fi- 
nancial community a great deal, 
and disclosure that Justice Black 
had belonged to the Ku Klux 
Klan. which speedily followed, 


shocked and trightened the coun- 
wry. 

The declining prospects of prot- 
its due to the developments in the 
labor and wage situation, referred 
io ebove, taken in conjunction 
with the very high level to which 
the stock market had risen, could 
well have been expected to lead 
to stock market reaction and to 
business reaction. But the violence 
and the severity of the stock mar- 
ket break were due to internal 
factors in the stock market, and 
to impaired efficiency in the stock 
market, due to government policy. 


Governmental Policy Impairs Ef- 
ficiency of Stock Market— 
A “Thin Market” 

The market had grown extraor- 
dinarily “thin”: that is to say the 
stock market, which, in the past 
had been capable of absorbing an 
immense volume of selling with 
moderate recessions in price, had 
been brought to a state in which 
very moderate selling brought 
very large changes in price. 

Officials of the Stock Exchange 
itself had realized this before the 
break came. Mr. Gay, the Pres-~ 
ident of the New York Stock Ex- 
change, in his annual report for 
the year ending May, 1937, dated 
Aug. 11, and released to the press 
on Aug. 18, had given a warning 


on this point. A small volume of 


selling would make sharp breaks 


in price, a small volume of buying 
would make sharp rises in prices 


the market had grown very 
“thin.” The following table shows 
the progressive “thinness” of the 
market. (See the address by Win- 
W. 


throp Aldrich. Chairman of 
the Chase National Bank. called 
“The Stock Market from the 


Viewpoint of a Commercial Bank- 


er,” delivered before the Roches- 
ter Chamber of Commerce on 
Oct. 14, 1937. The present writer 


acknowledges indebtedness to this 
carefully prepared and thoroughly 
verified study for a number of the 
main propositions which follow in 
the explanation of the “thinness” 
of the stock market in 1937.) 


Share Sales on Days of Declining 
Prices, Related to Net Changes 


in Closing Prices of the 
Included Stocks 
Thousands of Shares Sola 
Group of 30 Per 1‘ Per $1 
Com. Stock Price Decline Price Decline 
12 days. 1930-31 13.1 23.1 
July 21, 1933 8.9 23.4 
12 days. 1936-37 4.7 6.7 
May 13. 1937 3.6 5.4 
sept. 7, 1937 ye | 3.4 
Sept. 10. 1937 2.6 4.2 


High Income Taxes 

The causes for this change and 
for the acute “thinness” of the 
stock market are to be found in a 
variety of governmental policies. 
One was extraordinary rates of 
taxes and especially the tax on 
capital gains which was at that 
time part of the general income 
tax. We have seen in a preceding 
chapter the levels to which in- 
come taxes had run in the upper 
brackets. These rates, applied to 
profits made in the stock market, 
meant that well-to-do men simply 
could not engage in many stock 
market transactions. If they were 
successful, the government took 
most of the profits. If they had 
losses, they took them themselves. 
They bought and sold only when 
they had a powerful reason for 
doing so, such conviction 
that a particular security was no 


as the 


longer a good investment. More- 
over, if a man of wealth sold a 


security in which he had a profit, 
he was very likely to sell at the 
same time a security in which he 
had a loss—a double selling which 
added very substantially to the 
burdens of a “thin” market. The 
extraordinarly high income t1xes. 
moreover. largely eliminated the 
current savings of wealthy men, 
savings which had formerly gone 
into the stock market to a greater 
degree than other savings. 


Elimination of Informed Traders— 
“TInsiders’ Trading” 

The elimination of men of 
wealth from the stock market. 
moreover, tended to eliminate in- 
formed trading in the stock mar- 
ket. In the past, on bad days in 
the market, we could expect that 
men with knowledge, buving 
power and courage would be on 
the lookout for bargains and 
would buy them. Even when the 
trend was definitely downward 
such men would come in on days 
of sharp breaks, cushioning the 
market, selling out again On the 


automatic rally, moderating the 
movements and _ increasing the 
the breadth of the market. 

The securities and exchange 


legislation and the rulings of the 
Securities and Exchange Commis- 
sion under this legislation had 
added a great many additional 
burdens. In the past, insiders of 
a corporation, informed as to its 
affairs—officers, directors or large 
shareholders—seeing the stock of 
the corporation beaten down in 
the market. would step in and 
buy, expecting to be able to sell 
again at a profit when the move- 
ment was arrested and the market 
had steadied itself. This was in- 
formed buving and in general was 
very useful to the market and to 
the small investors in the cor- 
poration’s stock. The Securities 
and Exchange Act of 1934, Section 
16b, operated to prevent this. It 
provided that if officers, directors 


or large stockholders of a cor- 





poration should buy their stocks 
and sell them again within six 


months, or should sell their stocks 
and buy them again within six 
months and make a profit thereby, 
they would be liable to suit by 
any other stockholder of the cor- 
poration to recover the profit for 
the corporation itself. 

The Congress in this legislation 
had a commendable purpose. That 
purpose Was Stated in Section 16b 
as follows: 


“For the purpose of prevent- | 


ing the unfair use of informa- 


tion which may have been 
obtained by such _ beneficial 
owner, director, or officer by 


reason of his relationship to the 

issuer. ds 

However, the Congress recog- 
nized that not all such buying and 
selling by insiders was of an un- 
fair character, and in the same 
section it provided for exemptions 
to be given by the Securities and 
Exchange Commission, in the fol- 
lowing language: 

“This subsection shall not be 
construed to cover any 
transaction or transactions 
which the Commission by rules 
and regulations may exempt as 
not comprehended within the 
purpose of this subsection.” 
The Securities and Exchange 

Commission had not. given the 
exemptions contemplated by Con- 


gress, giving freedom of action to/! 


insiders where this does not in- 
vOlve unfair use of inside infor- 
mation. At the time of the stock 
market break in 1937, three years 
had passed without these exemp- 


tions being given, In 1944, ten 
vears after the passage of the 
Act, no such ruling’ had been 
given, though the Congress had 
clearly contemplated that such 


rulings should be given. 

Now this is a very unfortunate 
situation and one for which the 
Securities and Exchange Commis- 
sion is to be sharply condemned 
It is right that the insider should 
be forbidden to take unfair ad- 
vantage of inside information to 
the detriment less informed 
shareholders, or of the public. It 
is wrong that the insider should 
be forbidden to act in the stock 
market on the basis of inside in- 
formation when such action is to 
the interest of the corporation 
and of the other shareholders, and 
of the public, 

It is perfectly possible to dis- 
tinguish in objective terms be- 
tween fair and unfair buying and 
selling by insiders. 
case where an insider trading 
against the interest of the cor- 
poration and the other’ share- 
holders would be where the chief 


of 


Is 


executive, knowing before any- 
body else knows, that the divi- 


dend is to be cut or omitted, be- 
cause he himself making the 
decision, proceeds to sell his stock 
with a resultant break in price, 
and buys it back later after the 
bad news is out: or Where, know- 
ing before others know it, of some 
favorable development affecting 
the corporation, he buys the stock 
to sell it out at a higher price 
when the good news is generally 
known, On the other hand, the 
case where his action is clearly 
in the interest of the corporation 
would be where a break has oc- 
curred, not initiated by him, and 
where he steps in and steadies the 
market, or where a rise has oc- 
curred, not initiated bv him, and 
where he sells the stock because 


is 


he thinks it is going too high. In 
the first case, he prevents other 
shareholders from suffering 


losses if they are obliged to sell 
in a weak market, and in the lat- 
ter case. he prevents uninformed 
buyers from paying too much for 
the stock of his corporation. 

A rule differentiating fair and 
unfair use of inside information in 
perfectly objective terms should 
be easy to formulate, and the Se- 
curities and Exchange Commis- 


3 SEC General Rules and Regulations, 
Feb. 15, 1944, pages 1601-07. I am 
credibly informed that no such ruling has 
been subsequently given. 
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sion should long since have done 
it. It could exempt transactions 
by insiders which follow a break 
or rise of a certain percent, say 
9 or 7%, which takes place within 
a stated period of time, say two 
days, the first transaction by the 
insider being at a price 5 or 7% 
below the highest price of the 
preceding two days in the case of 
a purchase on a break, or, in the 
case of a sale on a rise, 5 or 7% 
above the lowest price of the pre- 
ceding two days. This would be 
an absolutely definite rule It 
would eliminate the initiation of 
price changes by insider action. 
It would limit insider action to 
resisting price changes intiated by 
others. It would bring back the 
informed, protective trading of 
insiders concerned with the good 
of the corporation and concerned 
with the market for the corpo- 
ration’s securities.4 

4 This proposal was made by the Chair- 
man of the Chase National Bank in the 
address referred to supra. 

(Editor’s Note—The second of 
the series of three chapters from 
Dr. Anderson’s forthcoming book 
will be published in the “Chron- 
icle” of March 3.) 





Michael Hardony Wit 
Gordon Macklin & Go. 


(Special to Tue Financia CHRONICLE) 
CLEVELAND, OHIO — Michael 
C. Hardony has become associated 























Michael Hardony 


with Gordon Macklin & Co., Union 
Commerce Building, members of 
the Cleveland Stock Exchange. 
Mr. Hardony was formerly an of- 


ficer of Finley & Co. 


Caffrey Appointed 
NY Lawyers Ass’n 


James J. 


Caffrey, Chairman of 


the Federal Securities and Ex- 
change Commission from 1945 to 


1948, has been appointed Chair- 
man of a newly constituted Com- 
mittee on Securities and Ex- 
changes of the New York County 
Lawyers’ Association. The 
Committee, established in ac- 
cordance with a new article in 
the by-laws, will study and report 
to the board of directors, for ac- 


tion in proper cases, all Federal 
and New York State laws, rules 
and regulations with respect to 
the sale, issue and delivery of 
securities. 

Others appointed to the Com- 


mittee by President I. Howard 
Lehman are Chester Rohrlich, 
Everett I. Willis ».-tolph Gug- 


genheimer, Joseph V. Kline, Wil- 
liam B. Putney III, Freccrick K. 
Huber, Nathaniel H. Jackson and 
James P. Murtagh. 

i : 


Hass, Cavanaugh Join 
Conrad, Bruce & Cc. 


to THE CHRONICLE) 
LOS ANGELES, CALIF.—Rob- 
ert D. Cavanaugh and Melvin H. 
Hass have become associated with 
Conrad, Bruce & Co., 530 West 
Sixth Street. Mr. Cavanaugh was 
formerly with Lester & Co. and 
prior thereto was head of Cav- 
anaugh. Morgan & Co., Inc. Mr. 
Hass was Manager of the invest- 


(Special FINANCIAL 


ment department of Morgan & 
Co. and was an officer of Wyeth 
Ge CO. 





34 


(386) 


THE COMMERCIAL & FINANCIAL CHRONICLE 





Thursday, February 24, 1949 











| 
| 





| Tomorrow’s 
| Markets 
| Walter Whyte 


Says — 
= 




















By WALTER WHYTE 


Statistical and corporate 
evidence points to continued 
high earnings. Only fly in 


picture is market action. 


It’s a cinch to write about a 
stock market that’s going up. 
It meets with widespread ap- 
proval and can always be fed 
by imposing statistics to show 
that whatever rise is going on 
is justified. 


By the same token, writing 
about a market that is going 
down, even though it has the 
same cheerful statistics to 
show it should be going up, is 
quite another thing. 


I am aware that readers of 
this space aren’t interested in 
the mechanics of writing a 
stock market column, or any 
other column. Their first con- 
sideration is how to make 
money out of the buying and 
selling of stocks — and justly 
so. In speaking from this pul- 
pit, however, I’m trying to 
grope my way for an answer 
as to the why and when in a 
situation where most of the 
basic reasons are _ bullish, 
though the reflection is bear- 
ish. 


Corporate news is good. 
Last week saw Johns Man- 
ville jump its dividend; Libby 
Owens did the same. By sta- 
tistical yardsticks many 
stocks are selling for less than 
their quick assets, a condition 
that should make for rabid 
buying interest. The Admin- 
istration is committed to 
spending fantastic amounts 
of money for furthering the 
Marshall Plan and = arma- 
ments. In fact looking at the 
market through economist’s 
eyes, it is hard to discover 
why stocks shouldn’t go up. 


*K : : 
But while all these things 
point to bigger corporate 


earnings and therefor theo- 
retically to higher market 
prices, the action of stocks 
themselves gives continued 
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pause. The reasons for this 
are probably psychological. 


Yet, whatever the reasons, the | 


conclusions remain the same. 
It is seldom any satisfaction 
to hold securities while 
they’re continually melting, 
even though corporate back- 
ing apparently gets stronger 
daily. 


that of a gambler—we call it 
speculator in Wall Street. I 
fail to see, however, why such 
a philosophy, in disrepute 
with the trader, is approved 


when applied to the so-called | 


investor who makes moves 
two or three times a year. 
Both want profits. Capital re- 
turn (dividends or interest) 
lose their importance if the 
equity diminishes in value. 


Last week I wrote the mar- 
ket was again showing “up” 
‘tendencies. Nothing has hap- 
‘pened since to change that 
‘opinion. The averages have 
managed to advance to 175.62 
from a low of 171.27. The 
‘rails, however, went up less 
than a half point during the 
same period, so theoretically 
their bear signal is still in ef- 
fect. During the same period 
the one remaining stock in the 
list, Cooper-Bessemer, broke 
its 25 price, though it later 
rallied to about 27. 


So while stocks look higher 
for the time being, an outlook 
backed by an imposing sta- 
‘tistical array, the warning 
‘that things aren’t okay has 
been given. 

More next Thursday. 
—Walter Whyte 
expressed in this 
article do not necessarily at any 
time coincide with those of the 


Chronicle. They are presented as 
those of the author only.] 


[The views 


FIC Banks Place Debs. 


A successful offering of an issue 
of debentures of the Federal In- 
termediate Credit Banks was made 
Feb. 17 by Charles R. Dunn, New 
York, fiscal agent for the banks. 
The financing consisted of $67,- 
185,000 1.55% consolidated deben- 
tures dated March 1, 1949, due 
Dec. 1, 1949. The issue was placed 
at par. Of the proceeds $53,295,000 
will be used to retire a like amount 
of debentures maturing March 1, 
and $13.890,000 “new money.” 
As of the close of business March 
1, 1949, the total amount of deben- 
tures to be outstanding will be 
$488,555,000. 


is 


a 


Jernegan, Saunders & 
Spanier With Reynolds 


(Special to THE FINANCIAL CHRONICLE) 

CHICAGO, ILL.—Charles Jer- 
negan, John M. Saunders, and Jo- 
seph J. Spanier have become asso- 
clated with Reynolds & Co., 208 
South La Salle Street. Mr. Jerne- 
gan was formerly with the Chi- 
cago office of Eastman, Dillon & 
Co. and Riter & Co. Mr. Saunders 
was with Biair & Co. and Ben- 
jamin Lewis & Co.; in the past 
he was a partner in Saunders & 
Co. Mr. Spanier was an officer of 
Bennett, Spanier & Co. 


With A. M. Kidder & Co. 
(Special THE FINANCIAL CHRONICLE) 
TAMPA, FLA.—Warren M. Dil- 

saver has joined the staff of A. M. 

Kidder & Co., Hillsboro Hotel 

Building. 





to 


I realize this kind of) 
philosophy is derided as being | 


The Qutlook for Insurance Stocks 


,their highest pre-election prices, “welfare state’, than probably any 


(Continued from page 8) 
10.3% seems sufficiently marked 
to confirm the prevalence of an 
entirely different investment en- 
vironment for fire insurance 


| Stocks than that of most industrial 


stocks. 


The economists and government | 
experts tell us, for example, that | 


the 1948 corporation profits of $21 
billion after taxes included about 
$5 billion of inventory profits. If 
prices merely level off these large 
inventory profits will be elimi- 
nated, suggesting a reduction of 
about 25% in corporation earn- 


notwithstanding that the market 
as a whole is lower. 

The investing public, it seems, 
is beginning to recognize more 
fully the unique value of insur- 
ance stocks, at present prices and 
under prospective conditions. 

Casualty Stocks Similar 
Beneficiaries 

Casualty insurance stocks cur- 

rently can be bought at about six 


| times 1948 earnings and for about 


| 70¢e 


ings from this cause. If prices turn | 


down—and they already have— 
inventory losses may further re- 
duce industrial profits. 

But these same lower prices— 
even a modest decline which 
would produce a reduction of only 
5% 
costs—should as I’ve indicated in- 
crease the pre-tax underwriting 
earnings of fire insurance com- 
panies by about one-third. 

It is common for investors, in 
periods of economic uncertainty 
like the present, to seek relative 
safety and opportunities for capi- 
tal gain in the stocks of compa- 
nies with consistent earning power 
and proven records as dependable 
dividend payers. A great vogue 
for insurance stocks developed as 
the country emerged from depres- 
sion in the early ’30s when im- 
proving earnings, numerous divi- 
dend increases and_ substantial 
increment to net worth induced a 
logical rise in insurance stock 
prices very largely exceeding the 
concurrent advance recorded by 
other common stock groups. 

As practical people we must 
recognize that there are fashions 
in investment, just as there are 
fashions in women’s dress. Bethle- 
hem Steel was weak one day last 
week when the stock was selling 


on a 744% yield basis, notwith- 
standing that the night before, 
the company had reported 1948 


profits which indicated the stock 
was selling for only 312 times such 
earnings. Insurance stocks, how- 
ever, have been bought heavily in 
recent months at yields ranging 
from barely more than 2% to 
rarely more than 415%, and at 
prices which were exceedingly 
high in relation to the earnings 
of several years prior to 1948. 
Fire and casualty insurance stock 
prices advanced about 121% last 
year while the market as a whole 
had a slight decline, I suggest be- 
cause the psychology of investors 
today appears receptive to com- 
mitment in an industry which by 
all indications, should benefit 
rather than lose from reversal of 
the long inflation the country has 
lived through. 

There are in fact only about 65 
insurance’ stocks available’ for 
investment by the public. These 
approximately 65 companies, com- 
bined, have only about 41,600,000 
shares of common stock outstand- 
ing, which had a recent market 
value of about $1,850 million. 
This aggregate share capitaliza- 
tion of 65 fire and casualty insur- 
ance companies actually less 
than the outstanding common 
stock capitalization of one big in- 
dustrial corporation—Gencral 


1S 


Motors—which has more than 44 
million shares of common stock 
outstanding with a market val- 


about $2,600 million. 
The implication of this limited 
share capitalization is obvious. 
When the impact of large buying 
ated upon high earnings 
and favorable prospects makes it- 
self felt upon. a small floating 
supply of insurance stocks, a dy- 
namic rise often is generated. 
That is what occurred to insur- 
ance stocks in the middle 1920s— 
it occurred again in 1936 and 1937 
when insurance stocks sold at 
premiums above liquidating values 
-it seemed in process of develop- 
ing again last October, just be- 
fore the surprise party of Nov. 2. 
Since then most fire and cas- 
ualty stocks have risen 


uation of 


predak 


above | 


in insurance company claim | 


on the dollar of asset value, 
to yield about 4%. In event oi 
deflation and lower prices, Id ex- 
pect the companies which write a 
large proportion of automobile 
insurance to maintain their earn- 
ings at the 1948 peak and even in- 
crease such earnings —noi only 
because of the potential reduction 
in cost of claims obtainable 
through increased purchasing 
power of the dollar, but also be- 
cause automobile accidents tend 
to decline in a period of economic 
adversity. Cars are driven 
and there is less drunken driving. 
There should be an improvement 
of about 3% points in the 1949 
loss ratios on the automobile bod- 
ily injury and property damage 
insurance written by the casualty 
companies in any event, due 
merely to the fact that such com- 
panies will derive this year much 
larger benefit from the present 
structure of higher premium rates 
than last year. 

The favorable status and pros- 
pects of the casualty insurance 
stocks as a group are suggested by 


less 


the fact that like the tire insur- 
ance stocks, casualty company 
equities also are “bucking” the 
downward trend of the market. In 
the June 30, 1948-Jan. 31, 1949 
period in which the industrial 
average declined 512%, the casu- 
alty stocks as a group advanced 
5%. 

We come then to our second 
question: 


What may reasonably and log- 
ically be expected of the insurance 
stocks if the stock market enters 
upon an important advance? 

We think, in the first place, that 
any such advance in stock prices 
would be based upon greater pro- 
ductivity in industry, and the re- 
duction in costs effected thereby: 
upon realization that stocks may 
have over-discounted the prospec- 
tive contraction of earnings. It 
could hardly be predicated at 
this time—on more inflation. 

Fire insurance companies, under 
such conditions, should co itinue 
to earn well in relation to the 
present market prices of such 
stocks. They were able to earn an 
underwriting profit of about 8¢ 
on the premium dollar even at the 
unprecedented high price levels of 
1948, and only further sharp ad- 
vance in the prices for goods oj 
all kinds—which certainly do not 
seem very probable—would loom 
as a material threat against fire 
insurance earnings. 

The casualty stocks should do 
exceedingly well if our economy 
continues to function with com- 
paratively full employment. So 
long as this condition endures the 
volume of casualty business will 
remain very high, and so should 
profits. Casualty companies as a 
group earned in 1948 the largest 
profits in the history of the busi- 
notwithstanding that the in- 
dustry as a whole probably did 
little better than “break-even” 
the highly important automobile 


hess 


) 
on 


lines—which currently account for 
35%-40% of the total premium 
income of the industry. As I said 


just a minute ago, continuation oO 
the improvement of the last two 
years on these important cover- 
ages is almost certain in 1949. due 
to the higher level of premium 
rates now operative. 

Casualty insurance as a matter 
of fact seems to be damaged less, 
and is more directly benefited by 
the continuous trend toward the 


other business. Strikes and labor 
union pressures directed toward 
the elevation of wages have an 
adverse effect upon the earnings 
of most corporations unless the 
higher wage rates are accom- 
panied by proportionate gain in 
productivity. The casualty compa 
nies however—collecting compen- 
sation premiums based on pay- 
rolls—promptly feel the beneficial 
effects of wage increases which 
heighten payrolls, but do not in- 
cur any increased exposure to 
accident frequency. Furthermore, 
as ‘‘take home” pay rises, natural 
inclination to malinger at the ex- 
pense of the compensation car- 
rier recedes. Much the same sort 
of influences contribute to the 
growth of accident and health in- 
surance, and to the realization of 
favorable profits thereon. 


Dividend Increases 

As investor sentiment improves, 
so does business confidence and 
managerial viewpoint. An upsurge 
in stock prices, signifying the 
waning of economic and political 
fears, probably would stimulate 
the payment of a larger propor- 
tion of corporate earnings in 
Gividends—especially as the huge 
post-war expansion of plants ap- 
pears nearly completed. The in- 


vestment income of fire and 
casualty companies in such cir- 
cumstances wouid_ rise’ quite 


sharply. Notwithstanding that 24 
fire and casualty insurance com- 
panies have increased the rate of 
dividend payments to stockholders 


since last June, these companies 
now are paying out barely more 
than 60% of the income from 
their own investments as divi- 
dends to stockholders, compared 
with distributions equivalent to 
85% -90% of investment income 
in the 1930s. The restoration of 


dividends on insurance stocks to 
a level absorbing only 80% of in- 
vestment income would entail an 
increase of about one-third in 
present insurance company divi- 
dends right across the board. That 
means the 3.90% average yield on 
fire and casualty insurance stocks 
which prevails today would be- 
come about 5144%—and since in- 
surance stocks have not sold on 2 
5144% yield basis within the last 
15 years except very briefly at 
the extreme “lows” of 1942, higher 
prices for insurance stocks would 
be indicated by further dividend 
increases. 
EE 


Russell Gartley Joins 
Staff of Blair & Go. 


CHRONICLE) 
Russell Gart- 
affiliated with 


al to THE FItNaNcial 

CHICAGO. ITLL. 
ley has become 
Blair & Co., Inec., 1385 South La 
Salle Street. Mr. Gartley was 
formerly manager of the munici- 
pal department of the First Se- 
curities Company of Chicago. 
Prior thereto he was Chicago 
manager for the Ranson-David- 
E76. 


A. D. DeCant Joins 
Paine. Webber Firm 


(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—Abel 
DeCant has become associated 
with Paine, Webber. Jackson & 
Curtis. 626 South Spring Street. 
Mr. DeCant was formerly with 
Maxwell Marshall & Co. and North 


son 





D. 


American Securities Co. 
= — 
M. Q. Quaintance Opens 
(Spec ») Tue FtNnaNnctat CHRONICLE) 
DENVER, COLO. Moyer Q. 


tance is engaging in a secu- 
rilies business from offices at 11338 
South Josephine Street. 


Quai 


Cutler With G. H. Walker 





(Special to Tur FINANCIAL CHRONICLE) 
HARTFORD, CONN. — Alden. 
Cutler is associated with G. H. 


Walker & Co., 36 Pearl Street. 
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Complications as Competition Intensifies 


(Continued from page 7) 
you that it was as deadly as ar- 
senic and that the only reason it 
failed to keep American industry 
small and impotent was the enor- 
mous vitality of the industry in a 


rapidly growing country. That 
policy consisted of bidding down, 
usually in assumed secrecy—which 


never stayed secret—to get an in- 
creasing share of an inadequate 
going volume by taking it away 
from competitors who could not 
afford to lose it and who would 
fight to the last ditch to hang on 
to it or to compensate themselves 
with its equivalent. It involved 
price cutting, concessions, usually 
secret, of kinds other than price, 
the sacrifice of standards of in- 
tegrity, quality. competitive con- 
duct and value, quality substi- 
tutions, and numerous other de- 
vices of a low order ot cunning 
which had and which always 
will have whenever they are em- 
ployed—the certainty of grinding 
margins ot profit down in ways 
and to extents not demanded by 
the public 

Accumulated capital, advanced 
technology, production facilities 
and government interference be- 
ing what they are, it is clear 
enough that industrial and busi- 
ness competition is likely to be 
more severe in the future than it 
has ever been in the past. There- 
fore management will find it de- 
sirable to keep in the forefront 
of its mind the fact that the 
forces governing business are like 
gravity in that they all pull down- 
ward. A short-form list of these 
forces includes these items: 

Limited consumption demand 
at practicable prices. 

Practically unlimited produc- 
tion power in relation to normal 
demand, except in time of war. 

Tendency of competition to in- 
crease by production capacity and, 


except in industries requiring 
large capital and high technical 
skill, by the number of enter- 
prisers. 

Temptation to take the “easy 


i.e.. offering arbitrary con- 
which 
by 


way,” 
cessions to attract volume, 
can be retained or regained 
arbitrary counterattack. 

Incessant efforts of buyers to 
play competitive sellers off against 
each other 

Misinformation 
sentation. 

The perennial 


and misrepre- 
tendency of the 
manufacturer's own agents to 
team up with his customers in 
trying to pick his pockets. 

The ease of losing balance and 
the difficulty of regaining it—bal- 
ance between supply facilities and 
demand, balance between cost and 
price, and balance among com- 
petitors all striving for substantial 
shares of the going volume and 
all strong enough and determined 
enough to get them. 

In a system of free and indi- 
vidual enterprise attended by 
abundance, these forces are never 
nullified except in spells of war. 
At all other times they keep bus- 
ily at work. They manifest them- 
selves most vividly and viciously 
at two times, namely, in periods 
of depression and when a boom 
comes to its end. Then if com- 
petition is given its head without 
any rule of reason in manage- 
ment, the forces pulling business 
down will inevitably and invari- 
ably demoralize it, with disastrous 
loss to the public as well as to 
businessmen. 

Fortunately the downward pull 
of gravity can be overcome for 
practical and limited purposes by 
the application of power. Like- 
wise, for practical and limited 
purposes, the downward pull of 
the forces that govern business 
can be overcome by the applica- 
tion of power—in this case—the 
power of human intelligence. 
That’s what management is for- 
the application of the power of 
human intelligence to industry 


and business. Just as it has been 
in the past, so in the future it wil! 


be the function of inanagement to 
apply the power of its 


intelli- | 


gence to the difficulties of compe- | 


tion for the purpose of escaping 
demoralization and securing the 


highest average productivity and | 


the lowest average costs. This 
means that management must Im- 


I have been talking about the 
relation of the individual enter- 
prise to the industry or, for 
that matter, the diversity of in- 
dustries—of which it may be a 
part. But the industry cannot be 
considered separately from gen- 
eral business conditions, even 


| though on occasion it may be an 


plement itself thoroughly to do 
the job. 
Management Must Have 
Up-to-Date Information 
Management intelligence will | 


have power in proportion to its 
comprehension of certain necessi- 
ties and its possession of up-to- 
date information. 

The necessities 


flow: (a) from 


the relationship of the individual | : é 
| easy only in times of boom. Boom 


enterprise to its industry and to 


general business; (b) from the 
time involved in an industry or 
general business cycle; and (¢c) 


from timing as a function of man-| * 
| developed 


agement, i.e., doing things in time 
instead of too late or too early. 


exception to the rule of current 
general conditions. Few industries 
do well in prolonged periods of 
depression, demoralization or 
famine. Poverty spawns misery 
and prosperity bvegets wealth, 
though wealth does not always 
assure prosperity. We all agree 
that prosperity is the desirable 
state of affairs. Boom is undesir- 
able. Profit is general, fat and 


winds up with costs high, labor 
recalcitrant, in the present in- 


| stance with politicians in the eco- 


By law an industrial enterprise | 


is ordained and required to be 
free and unrestrained in competi- 
tion, Economically it is anything 
but free. It is restricted not only 


ro titi ie , its j = G2 
by competition, i.e., by its indus |get the upper hand of our good 


try, but also by general business 
conditions. Any freedom from 
either is accidental, incidental or 
ephemeral. The freedom is acci- 
dental if it comes from monopo- 
listic circumstance such as inven- 
tion, other innovation or legisla- 


tion. It is incidental if it comes 
from advantageous situation or 


association, such as geographical 


| present 


locality, diverse lines of product | 


which can give it support or size 
and importance great enough to 
enough it to extort what came to 
be widely known as “reciprocity” 
and what also came to be classi- 
fied as an abuse. It is ephemeral 
if it cannot be permanetly main- 
tained. This means that it always 
is ephemeral. 


saddle, and the wisdom 
through hardheaded 
in the follies of soft 
living and vain hopes. Then, 
whether we like it or not and 
whether government intervenes or 
not, we go through a period of 
readjustment. In that period com- 
petition intensifies. If we let it 


nomic 


years lost 


sense and our better judgment, 
we shall have to pay a heavy bill 
of costs. 

The readjustment is part of the 
business cycle. It may be merely 
a transition from a record boom 
to a normal level of unprece- 
dented height, as I believe the 
movement will turn out 
to be if it is not exaggerated by 
hysteria in private or public cir- 


,cles. Or it may be a correction of 
| extensive and prolonged mistakes, 


|in which event 


All right, intelligent manage- 
ment has to start with a recog- | 


nition of natural limitations on its 
freedom, at least if it is to achieve 


success and long life. Manage- 
ment runs the firm, which is the 


unit of enterprise, the aggregation 
of capital, brains and energy as- 
sembled for the purpose of pro- 
viding goods and services to the 


consuming public and winning 
profit from the market. In our 
system profit is the only long- 


range justification for a commer- 
eial or industrial 
Therefore intelligent management 
must charge itself with the duty 
of doing everything possible to 
save business and enterprise from 
long-term demoralization as com- 


| have 


enterprise. | 


|{hat orders 


petition intensifies. 
Some industries and pursuits, | 
like banking most of the time, | 


have consistently rated themselves 


high. Their members have usually | 


worn purple and fine linen 
cause they set up and maintained 
purple-and-fine-linen standards. 
You might say that they sold the 
public on those standards by per- 
sistent insistence. Other indus- 
tries, like farming and wood- 
working, have usually rated them- 
selves low and therefore have 
seldom taken from the market 
more than a modest subsistence. 
In the future perhaps even 
more than in the past the indus- 
try will determine the general 
level of return to the individual 
firm. As long as our system en- 
dures, the individual will always 


be responsible for making the 
most of what opportunity there 
is—or for muffing it. But these 


are days in which technological 
knowledge is widely diffused and 
in which natural or artificial ad- 
vantages tena to be leveled by law 
and regulation. Therefore what 
happens industrywise looms big 
to the individual, and the indi- 
vidual’s responsibility to the in- 
dustry grows correspondingly, not 
at all as a matter of ethics but as 
a matter of business common 
sense. 


be- | 





it becomes a de- 
pression. A normal level of de- 
mand, while far above depression 
demand, will never be high 
enough to use American indus- 
trial production facilities to their 
capacity. This means that man- 
agement has to plan its produc- 
tion to supply effective demand 
demand at aé practicable’ price 
level, which is a price level high 
enough to return cost and a 
modest profit to the typical or 
average enterprise. To industries 
which for years have had enor- 
mous backlogs of orders it seems 
cruel and unusual punishment to 
to work against a= sales 
budget — and then scratch gravel 
to make the sales budget. But 
you can circulate in midtown 
New York and find plenty of 
garment manufacturers to tell you 
only a few months 
ago offered by buyers in gross 
lots are now thankfully accepted 
by sellers in twelfth of a dozen 
lots. 

Of course the temptation is to 
cut prices to land specific orders 
and the pressure from the buyers 


and the sales forces is for lower 
prices This is precisely when 
management must competently 
perform its functions of main- 
taining standards and of timing 
its movements accurately. If it 


lets standards fall without rhyme 
or reason, it has no right to com- 
plain about resulting chaos. If it 
is too early in movements which 
force whole markets into liquida- 
tion or if, when liquidation has 
run its course, it is slow in joining 
and supporting recovery move- 
ments, it shows lack of compre- 
hension of the eventual reaction 
of its acts on its own enterprise 
or lack of sufficient information 
to guide its judgment accurately. 


More Efficiency in Production 

In these days it is taken for 
granted that production must be 
made as efficient as possible and 
that waste may not be tolerated in 
the factory. The hunt for sav- 
ings in the factory is never-end- 
ing and now with labor costs so 
high it will be more vigorous than 
ever before. Saving the wages of 
ore employee justifies capital in- 
vestment running into thousands 
of dollars, and management 
eager to make such irvestment 


is 








whenever it can lay its hands on| 
enough capital. 


$224 billions. Population at the 
/end of 1948 was estimated by the 


| Census Bureau at 148 millions. He 


Danger of Excessive Price 
Concessions 
But when competition intensi- 
fies after a boom, that same man- 


agement is quite likely to au- 
thorize its sales department to 
give concessions in price that 


make factory savings seem micro- 
scopic. In specialty manufactured 
lines such concessions rarely start 
at less than 5% and they often are 
as large as 25%. They constitute 
an enormous bill of costs, and they 
would never be tolerated by man- 
agement and stockholders if they 
had to be paid by check and ac- 
counted through the books. But 
the way they are paid for is by a 
decline in receipts. Management, 
and particularly sales manage- 
ment, will never acknowledge its 
responsibility for the loss thus in- 
curred. The blame will always be 
put on bad competitive conditions 
and the one who shouts accusa- 
tions most noisily is often the one 
really the most at fault. 

Business and industry must be 
dynamic, else they invite social- 
ism to take them over. Neverthe- 
less one of their first rules must 
be that, except in abnormal 
conditions, price must recover 
cost. Thus price has to be cal- 
culated to include these factors: 

Inventory replacement costs, 
which at times may mean profit 


and at other times loss on the 
current inventory. 
Stand-by costs of selling, ad- 


ministration and manufacturing. 
If under-absorbed at one time, 
they should be over-absorbed at 
another. 
Labor costs 
ramifications. 
Tax costs of all kinds without 
impairing working capital. 
Provision for research, 
tion and innovation. 
Abundant provision for product 
or equipment obsolescence. 
Provision for the functional 
services of distributors, whole- 
salers, retailers or agents. 


in their various 


inven- 


At the same time price must not 
be so high as to invite uneconomic 
expansion within the industry or 
the substitution of products made 
by other industries. Moreover. 
each enterpriser must sell at 
prices which will enable him to 
secure an adequate share of the 
going demand-—that is, the current 
available vclume of business. 

Some of the requirements seem 
to be antithetical to other require- 


ments. As competition intensi- 
fies, success often appears im- 
possible, But business and _in- 
dustrial management has never 


been a soft and easy task and in 
every year, every decade and 
every generation, even those 
marked by abounding prosperity, 
many have failed to succeed in it. 
Our businesses have been built, 
not by those who have failed, but 
by those who have succeeded, and 
they have won the admiration of 
the world. They have succeeded 
by keeping price above cost or by 


driving cost down below price. 
Can they succeed again? Cer- 


tainly they can, unless they are 
too heavily shackled by regula- 
tions, limitations and burdens. 


Current Readjustments Have 
Occurred Before 


1949 presents no problems of 
readjustment that have not been 
encountered before and in due 
course assimilated. Today’s prob- 
lems are different from problems 
of old only in detail, and their 
only serious complications come 
from politics. If we may assume 
that politics will not drive us into 
socialism, then there is no reason 
to fear for the long-term future 
of business and industry in this 
country. 

Dr. Sumner Slichter, one of the 
most sensible of our economists, 
recently called attention to the 
fact that per capita income in this 
country in 1900 was $212 and total 
income just over $16 billions. | 
Population was 76 millions. In| 
1948 per capita income was about | 
$1,500 and total income about 


|estimated that productivity in the 


country would increase at the rate 
of 3% to 4% a year and there- 
fore that by 1990 the per capita 
income would be twice to three 
times its 1948 size. That means 
from $3,000 to $4,500 per capita 
for a population which he esti- 
mated at probably 175 millions. It 
seems fantastic till you consider 
that 1948 was even more fantistic 
by comparison with 1900. It in- 
volves some changes in_ price 
levels, but then our price levels 
seem to be working upward in 
general trend. Per capita income 
of $3,000 with a population of 175 
millions would mean a total na- 
tional income of $525 billions, and 
per capita income of $4,500 would 


mean total income of over $787 
billions. It is staggering to the 


imagination, but it can happen. 
Two more points are to be re- 
membered by industrial manage- 


ment as competition intensifies 
with the return of normal de- 
mand-supply conditions. One is 


that prices cannot fall far or rap- 
idly where labor and transporta- 
tion constitute large proportions 
of total cost or where materials 
and component parts, as a large 
proportion of total cost, are in- 
flexible. Labor costs decline as 
technology improves, to be sure, 
but the process is usually slow 
and painstaking and in the years 
immediately ahead it certainly 
will not be accompanied by hori- 
zontal reductions in wages. Where 
material costs are volatile, as, for 
example, in farm products, the 
prices of finished products are 
likely to decline substantially. 
The second point to be remem- 
bered is that most industrial en- 
terprises have come out of 10 
years of boom strong enough fi- 
nancially so that they cannot be 
bankrupted by sporadic price-cut- 
ting. Management might just as 
well get out of its head any notion 
it may entertain that it can take 


competitors to a “cleaning” by 
putting prices down arbitrarily. 


Price wars never were very effec- 


tive in most lines. Usually the 
only casualties were fringe or 
marginal enterprises which did 


not do a large proportion of the 
total volume. The eventual answer 
to lower demand is lower produc- 
tion, and that is the answer even- 
tually imposed on_ enterprises 
willy-nilly. 

There is an old saying that “To- 
day is the tomorrow you feared 
yesterday.” In the last 20 years 


we have adjusted ourselves to 
actualities which in 1929 we 
should have called fantastically 


improbable. They couldn’t hap- 
pen here, but they did happen 
here, and we live to tell the tale. 
Maybe we face more fantastically 
unbelievable readjustments in the 
future. If we can’t lick them, we 
shall finally jine them and as- 
similate them into the American 
way of life. But I shall have con- 
fidence that somehow or other we 
shall lick them. 

AAA — - 


Frederic Goltrin With 
Hugh W. Long & Go. 


(Special to THE FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—Fred- 
eric C. Coltrin has become asso- 
ciated with Hugh W. Long and 
Co., Inc., 634 South Spring Street. 
Mr. Coltrin was formerly an offi- 
cer of First California Co. 





James H. Kruse Joins 


Irving Lundborg & Co. 


(Special te THE FINANCIAL CHRONICLE) 
SAN FRANCISCO, CALIF. — 
James Hi. Kruse has become asso- 


‘ciated with Irving Lundborg & Co.., 
|486 California Street, members of 
| the New York and San Francisco 


Stock Exchanges. Mr. Kruse was 
formerly with First California Co. 
for 


many years. 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date. or, in cases of quotations, are as of that date) : 












































































-PICAN ww en i aici Latest Previous Month Year ' ALUMINUM WROUGHT PRODUCTS (DEPT. Latest Previo 
AMERICAN IRGCN AND STEEL INSTITUTE: Week Week Ago Ag OF COUMMERKCE)—Month or: December Month Montt 
Indicated steel operations (percent of capacity . ae ae 27 100.2 160. 101.1 3.6 otal shipments (thousands of pounds) 125 2 129 


Equivalent to 
Steel ingots and castings (net tons) caraatnce Sant 7 1,849.01 1,843,501 1,863,800 1,687,100 BUILDING CONSTRUCTION—U. 5S. DEPT. OI 
LABOR—Month of January (tin million 





AMERICAN PETROLEUM INSTITUTE: Total new construction $1,261 $1,391 
Crude oil output—-daily average (bbis. of 42 gallons each)______ Feb. 12 5,330,050 5,351,200 5,428,300 >, 347,175 i a ear rextghenbow rn $s 1,080 
Crude runs to stills—daily average (bbls.) ee: Me * 5,404,000 5,389,000 5,721,000 3,378,006 ae sidenteas butidi ‘S (Ronterm) : = 
Gasoline output (bbls.)___~ ; __Feb. 12 7,754,000 16,464,000 18,432,000 15,429,000 ; a eet puliding (nonfarm) ? +: ‘124 
Kerosene output (bbls.) ? ..Feb. 1° 2 485.000 2'274.000 2 762,000 2,508,000 } Industrial , "ae -26 
Gas oil and distillate fuel ceil output (bbls.) : Feb. 12 7,617,000 7,003,000 7.749.000 7.694.000 | a enn nae i : — 
Residual! fuel oil output (bbls.) am _Feb. 12 8.561.000 8,221,000 9,187,000 8,742,000 | Stace a Prescntsed and lott building 3 8 
Stocks at refineries, at bulk terminals, in transit and in pipe lines— Pi ange ie: vane se padre vie and tl ite ri Se 

Finished and unfinished gasoline (bbls.) at an ME 119,780,000 117,169,000 109,219,000 107,763,000 ae Z Beco Sidential buildings + IS 
Kerosene (bbls.) at -—.¥ eb. 12 20,524,000 21,239,000 22,593,000 10,408,000 snisatanie “ 4 
Gas oil and distillate fuel oil (bbls.) at___ imines 61,517,000 64,175,000 70 491,000 36,195,000 as og od Tstitt eae pe 1 
Residual fuel oil (bbls.) at ES ae 62,340,00¢ 82,383,000 85,609,000 30,038,000 ~ a 1 Rasa \ aoe orgies 74 } 

Farm construction 12 13 

ASSOCLATION OF AMERICAN RAILROADS: Public utilities 135 295 
Revenue freight loaded (number of cars) i a Os ae ee 699,142 682,143 733,272 733,870 Railroad 23 ae 
Revenue treight received from connections (mumber of curs) Feb. 12 618.24 599 85 640.012 672.102 Telephone and telegraph 59 35 

Other public urilitie 110 120 
Public construction 23 311 
CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- Residential building H 
RECORD: Nonresidential building (other (han mili- 
Total U. S. construction__- e aunt is Nan Feb. 17 $146,604,000 $131,.155,000 $96,601,000 $88.555,000 tary or naval facilities) 104 ] 
Private construction a ee 112.754.000 85,375,000 60,115,000 42,912,000 Industrial 
Public construction _o-.eb. 17 33.850.000 45,780,000 36,486,000 45,643,000 Educational] } 60 
State and municipal : Pe rn: Feb. 17 31.190,000 35,587,000 30,954,000 30,751,000 Hospital and institutional 24 : 
Federal .- Ca aA ee © : aT we Fel. 17 » 660.00! 10.193.00¢ 5,532,000 14,892,000 All other nonresidential 4 2 
Military and naval facilitie 10 


Highways 
COAL OUTPUT (U.S. BUREAU OF MINES): Sewer and wate: 4 


Bituminous coal and lignite (tons) a = eS a ee 11.440.00 11,335,900 11,775,000 11,230,000 Miscellaneous public service enterprise E 
Pennsylvania anthracite (tons) : asaanen, 12 748,000 687,000 1,050,000 1,038,000 Ceneneyanee ine Cevetopment - os 
Beehive coke (tons)__________ a : Whites Feb. 12 125.90 #16130 156,300 135,200 All other public ++ i 
COAL EXPORTS (BUREAU OF MINES)— 
DEPARTMENT STORE SALES INDFX—FEDERAL RESERVE SYS- , Month of December ' 
TEM—1935-29 AVERAGE— 100 _F 12 297 O44 233 U. S. exports of Pennsylvania anthracite 
ia a (net tons) 493.37 $49 O64 
To North and Central America (net ten 393,02 437,892 
EDISON ELECTRIC INSTITUTE: To South America (net tons) 
satrin ; a = es ie — — : saa aoe To Europe (net tons) 10.26 1 664 
Electric output (in 000 kwh.)_- ip icps eos ena aa aiaars Feb. 1 5.650.2 9,722,03 1,768,934 9,254,002 To Asia (net tons) 24 a4 
To Africa (net tons) 2. 


FALLURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 
STREET, INC. : , -__ Feb. 17 130 192 142 107; COMMERCIAL STEEL FORGINGS (DEPT. OF 
COMMERCE )—Month of December 
Shipments (short tons) 131 ,914 
IRON AGE COMPOSITE PRICES: Unfilled orders at end of month (short ten 600.500 620,503 














Finished steel (per lb.)__--------- SRE eee ee it 3.75628¢ 3.75628 3.735628¢ ».24216¢c 
Pig iron (per gross ton)__-__- - -------Feb. 15 $45.74 Sto.74 $46.78 $40.57) GRAY IRON CASTINGS (DEPT. OF COM- 
Scrap steel (per gross ton)__---_~_~_ ; : hig asia eiaecaseman agreed Feb. 15 837.353 $37.53 $40.92 $40.03 MERCE)—Month of December 
Shipments (short tons» 1,110,512 1,099,827 
, er iat _ For sale (short tons) 624,739 106,380 
METAL PRICES (E. & M. J. Ql OTATIONS): For producers’ ovin use (short tons) 435.773 £93,447 
Electrolytic copper— Untilled orders tor sale at end of month 
ND | cr a ee Se eer ene Feb. 16 23.200 23.200 23.200: 21.200c (short tons) 2,284,348 2,406,737 
manor, refinery a@t_.............. . nmi. 1e 23.450: 23.4251 23.425c 21.625<¢ 
Straits tin (New York) at..-.. ; ss spciercoraiananiakanebil Feb. 16 103.000 103.000c 103.000c 14.000€ | warlEFEABLE IRON CASTINGS (DEPT. Of 
Lead (New York) at eaiaeeeans ss citlacerwaaaetie ae 21.500: 21.500; 21.500c 15.000¢c : ROE Sant pcmimaiiage 
: “ sss oe : COMMERCE)—Month of December 
Lead (St. Louis) at ee : L ceca cen 21.300 21.300c 21.300c 14.800c Shipments (short tons) =4 27 _— A 
Zine (East St. Louis) at_--___- inane cain eases eeemaranen weil Feb. 16 17.500 17.500 17.500c 12.000c For sale (short tons) 42 22: 49°94] 
| For producers’ own use (Short ton 35,48 $.99 
MOODY'S BOND PRICES DAILY AVERAGES: a ee Oe OOP 
" - — (Ss t tons) ‘ 19 10.31 
a > is gacahicn iceleda go mb gees aan ela ne Feb. 21 101.¢ 101.24 100.71 Ur ‘sitedt pie ae eae . snonth "pe arp 4,44 ial i 
Average corporate ee fs 21 123.12 113.22 111.07 ai: — 127 425 146 4 
Aaa 4 119.0% 119.60 116.22 wee Gee 451,250 1 +¢ e 
= 117.24 117.20 114.66 asim ons — 
Ye 112 112.00 110.15 | NEW CAPITAL ISSUES IN GREAT BRITAIN— 
Baa Soe 104.8 105.17 103.64 Midland Bank, Ltd Month of January £6,573,000 £5,592,00¢ 
Railroad Group ? ~_ 103.7 109.06 105.34 ; 
Public Utilities Group 113.5 113.50 112.75 | NON-FERROUS CASTINGS (DEPT. OF COM- 
Industrials Group Socios ea tensoehidse cans wae Feb. 21 1ii.2 117.40 115.24 MERCE)—Shipmenis, month of Dece er 
Aluminum (thousands of pounds) 21.3 t ( 
MOODY'S BOND YIELD DAILY AVERAGES: Copper (thousands of pounds) 38,132 6,497 
U. S. Government Bonds re ee Feb. 21 2 2 32 2.41 0.45 Magnesium (thousands of pounds) 754 72 
Average corporate i vets ae Feb. 21 301 00 3.11 Zine (thousands of pound 26.38 931 
Aaa Fel. 2 D « Tl > 7 28 Lead die (thousands of pounds» 1 432 
Aa — . .Feb. 2 2.3 2.81 2.i0 2.92 
' = -oFeb. 21 ) 3.0 ).05 3.16 | PORTLAND CEMENT {BUREAU OF MINES )— 
Baa : : = _Feb. 21 3.4 3.4 3.44 3.53 Month of December 
Railroad Group Feb. 21 24 3.25 22 3.43 Production (bbis.) 17,425.00 13,4 0 
Public Utilities Group ' nao eeo., 22 2 2.99 2.90 3.02 Shipments from mills (bbls 12,.741.0 l 0.001 
Industrials Group sav eb ncc acai ee ee a | 2.79 ~.78 =.39 Stocks (at end of month) (bbl 11,083.00 19.0 
Capacity used 6+ 2 


MOODY'S COMMODITY INDEX Feb. 2: 573 339 4 
SELECTED INCOME TERMS OF U.S. CLASS I 


NATEONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- we ae onion) 
ITY INDEX BY GROUPS—1935-39 — 100; cae Se ee ee a ee al cat 
Net railway operating income $84 ,065,7 $110,876.85 

















Foods - -<----- Feb. 1 216.7 212.8 ----- 227. income 20,450,484 17,557,933 
Fats and oils ' ; Feb. 1 162.2 154 169.2 243.3 income 104,516,197 128 434,389 
“es a> - 4 >) 
Farm products : Fel. 19 230 236.2 243.2 Miscellaneous deductions from income 4.267.888 +.667,608 
Cotton — Feb. ] 07 313.4 395.3 Income available fcr fixed charges 99,648 309 123,766,781 
Grains -Feb. 1: cae | 206.6 <he 8 Income after fixed charges 64,754,855 87,673,521 
Livestock Feb. 1 229.1 - 233.9 <= t9.9 Other deducticns 2,994,505 3,187,845 
Fuels -Feb. 19 233.2 238.1 240.1 220.8 Net income 84,485.67¢ 
Miscellaneous commodities a 20 166 166.7 11.7 169.4 Depreciation (way & structures & equip 230.49 
berm : Aa 19 131 190.7 196 , 21% ‘ Amortization of defense project 390,78 
etals 9. 13 } 190.1 190.4 169.0 Federal income taxe 54,567 
Building materials Fe 1 217 217.9 227.1 232.0 Dividend )1 
Chemicals and drugs a Peb. it id 143.8 147.8 137. On cor 52 961.97 12.092 354 
Fertilizer materials me Feb. 1 i+ 143 43.4 137.6 On p 6.833.15 123.451 
Fertilizers Feb 151 31.3 143.0 Pp O sed charee 9 $3 
Farm machinery Feb. 1 15 155.2 137 
. ’ AY inerc Fe 1 Oa "OF; ] 
et eee Sen =a ROR 7 in -* 4) SOFTWOOD PLYWOOD (DEPT. OF COM- 
MERCE) Month of Decembet 
NATIONAL PAPERBOARD ASSOCIATION: Production (M sq. ! s-in. equivalent) _ 157 174,243 
Shipments and consumption (M_ sq ef 
Orders received (tons) : aver: a 155.095 220,32 172,225 153.637 pe equiva ent) ; 1 4 of) 
Production (tons) teas . Pre |e i. 177.39 180,379 194.092 1 7 (M q ft. Se-in. equivalent at as 
Percentage of activity alas -Feb. 1 3 37 93 i01 ‘f month $992 646 
Unfilled orders (tons) at ‘ .Feb. 1 1 343,93 7,149 250,593 Cr u ytior t log M ft og sca 413 ri , 
Stoc M f Og iit t end of mo 5 4 4 
OIL, PAINT AND DRUG REPORTER PRICE INDEX — 1926-36 
AVERAGE 100 ‘ Fe l it 14) 4 141.7 145.9, STEEL CASTINGS (DEPT, OF COMMERCE )— 
Month of Decembe: 
WHOLESALE PRICES NEW SERIES—U. 8S. DEPT. OF LABOR— Shipments (short ton 4 ? 6.8 
1926 100: Fo: aie (Snort tol : 1 23 1) 
"OY re er W? usé (SI rt tons) G2 3 ) 5+ 
All commedities ener yen ; iis aaa eta 13 159 15 mm: cy “s i ¢ or ia at gsi d of - Pee : 
Farm product - . ees 1s l 162 170.1 182.7 ‘thert tor arsln's sis 351.433 
Foods , y __Feb. 1 39) 15 161.9 1706 hor n 3 
All commodities other than farm and food ‘ sane. 1: 2 1352.9 153.¢ 147.5 
Textile products cas Pe |e 14 143.1 144 149.4 TREASURY MARKET TRANSACTIONS IN DI- 
Fuel and lighting materials_ : wen. 25 133.0 137.1 130.8 RECT AND GUARANTEED SECURITIES 
Metals and metal products Fr 15 73 178.3 175 155.6 OF U. S. A.—Month of January 
Building materials mas eae Feb. 1 201 200.4 201.8 192.9 Net sale : $200,000 
All othe: ----- , pamaaeen: 3 131 131.4 133.6 i35.1 Net purchases $3,753,005 
Special indexes TRUCK TRAILERS (DEPT. OF COMMERCE) — 
Grains iin satan a F a a i a 15 1358.5 148 4 156.¢ 207.7 Month of December: 
Sieaktnek rio pinion Bescig etal ete Feb. 15 103.4 195.1 209.0 993.2 Production (number of units) 3,424 *3,819 
Meats Gases PA ee: Ss ae 202 207.3 2911 995.5 Shipments (number of units) 3,451 > 435 
Hides and skin: a 13 190.2 190 992.9 207 Shipments (value in dollars) $11,013,335 *$11,099,243 
*Revised 1 re ‘Includes 337,000 burrels of foreign ide runs “Revised figure *Proportion estimate 10 to 17%. 
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(Continued from page 14) 
national] We were 
plagued only one 


politics. 
with 


of 
formerly 
Tammany Hall so far as national 


iffairs were concerned. Now we 
nave the Kelly and the Hague and 
the Pendergast and other political 
rings active in national affairs. 


Until a few years ago, while 
we were not exactly proud ol 


many American city governments, 
we telt a reasonable pride and 
‘onfidence in the intellectual hon- 
esty of the higher officials of our 
national government, During re- 
‘ent years this pride and conti- 
ience has been defnitely shaken. 


A few illustrations will suffice. 
A President of the United 
States, elected four times, solemnly 
swore “to preserve, protect and 
lefend the Constitution of the 
United States.” Yet, in a formal 
requcst to the House Ways and 
Means Committee, in connection 
With the Guffy-Snyder Coal Bill, 
the same President did not hesi- 


tate to write when he personally 
desired certain legislation: “I hope 
your committee will not permit 
loubts to constitutionality, 
however reasonable, to block the 
suggested legislation.” 

When the same President re- 
turned from Yalta, he said there 
were no secret agreements entered 
into. But it later developed that 
to entice Russia into a violation 
of her treaty with Japan he had 


as 


promised the Kurile Islands. to 
Russia, and made an agreement 


for a division of Germany which 
is now threatening another war. 
The then Secretary of State pub- 


licly said that if there were any 
such agreements with Russia he 
did not know of any, and an 
Assistant Secretary of State as- 
sured the American people that 
any Russian occupation of the 


Kuriles was only to be temporary. 
When the realistic Russians 
promptly asserted that there was 
a secret agreement and that they 
had been promised and given the 
Kurile Islands outright, and cer- 
tain concessions even in Chinese 
territory, then the State Depart- 
ment officially admitted it. <A 
Similar admission of a secret 
agreement regarding Russian oc- 
cupation of Berlin when our 
troops could have taken it first 
has now been exposed. 

Apart from the issue of truth 
involved in such matters, where 
in the Constitution or any Act of 
Congress or otherwise in the law 


of the land, without ratification 
by Congress in a treaty, is a 


President authorized to parcel out 
the territory of an enemy country 
and make gifts of such territory 
to another country’? As to China, 
by what stretch of law or morals 
was the President without any 
knowledge or consent by the Chi- 
nese, authorized to grant Russia 
territorial concessions in that 
country? 

The very words of our common 
vocabulary, out of the mouths of 
sur new officialdom, have come 
to have new and trick meanings. 
One now classified as a “lib- 
eral” who instead of believing in 
liberty consistently seeks to re- 
strict liberty by an extension of 
the powers of government. He is 
a liberal who wishes to extend 
governmental powers at the ex- 
pense of individual freedom. One 
who loves and wants to help his 
own country is often not consid- 
ered so good a patriot as one who 
wants to help other countries 
first. 

The American. people have be- 
come the victims of slogans and 
catch phrases, We had _ the 
“Square Deal,’ then the “New 
Deal.” and now the “Fair Deal”— 
all avowing faith in the American 


is 


system of free enterprise and con- : 


stitutional and_ representative 
government, but always moving 


toward and supporting a welfare 
and highly centralized type of 
government which is inevitably 
leading the American people into 


(a collectivist economy and form 
'of government. When our poli- 
ticlans want to put over a par- 
ticular program, the easiest wa) 
to sell it is to work on the emo- 


tions of the people through some 
catch phrase like “social justice,’ 
or “the common man.” We follow 
these banners emblazoned with 
catch phrases without thinking 
what they mean or how they af- 


fect the basic principles of out 
form of government. 

Prosperity, instead of being a 
process for developing and in- 


1S 


creasing wealth, advocated as 
best achieved by a program wnich 


actually wastes wealth. A huge 
national debt is asserted to be an 
aid to national prosperity. The 


traditional view of public finance 
was that government expenditures 
should be made prudently 
possible, with the budget generally 
in balance, and the debt kept at 
a minimum. According to the old 
view, a continually unbalanced 
budget and a rapidly rising public 
debt imperil not only the finan- 
cial stability of the nation, but 
the financial and social well-being 
of every person in the country. 
However, a few years ago a new 
philosophy developed in Washing- 
ton as to the public debt; to wit: 


as as 


the doctrine that qa huge public 
cebt is, in fact, a national asset 
rather than a liability, and that 
deiicit spending is actually a 
stimulus to the prosperity of the 
nation. 

Taxation, instead of being fo1 
the cost and expense of govern- 
ment, is now employed as a social 


instrumentality for the taking of 
one man’s substance and dividing 
it among others for promoting 
some social or economic ideology. 
A subsidy. whether to farmers or 
business, instead of being recog- 
nized as a government aid or pay- 
ment, is used as a device to Ob- 
scure the true cost of commodities 
and to a large extent, along with 
government spending, is responsi- 
ble for our present inflation. 

A government bond is not con- 
sidered as an evidence of govern- 
ment indebtedness, but aS a gov- 


ernment credit upon which to 
base the issuance of money. 

In the international field we 
have always been victimized by 


catch phrases—‘‘making the world 
sufe for democracy,” “one world 
or none,” “the four freedoms.” 
In World War I when we set out 
to make the world “safe for de- 
mocracy,” we didn’t stop to think 
whether the world wanted de- 
mocracy. We discovered that most 
of the world did not. When Mr. 
Willkie returned from Europe 
some years ago and wrote a book 
proclaiming that we of this earth 
were all of one world and that he 


had found a “reservoir of good 
will’ throughout Europe, there 
was much discussion about the 


“One World” concept in interna- 
tional affairs, when, if the Amer- 
ican people had been realistic and 
not emotionalists, something might 
have been done to avoid World 
War II by heading off Hitler be- 
fore it became too late. If we had 
had a little more honest realism 
with respect to the Russians, the 
veto, and other matters at the 
time the United Yations was 
launched, we would probably now 
have fewer unsettled world prob- 
lems. At least we now know that 
the “One World” concept was and 
is fallacious. 


Four Freedoms—Catch Phrases 

The so-called “four freedoms” 
was the greatest political catch 
phrase of all. The elephant in the 
zoo has all the four freedoms. He 
has freedom from want, for he is 
fed regularly; he has freedom 
from fear, for his natural enemies, 
the lions and tigers, are in sepa- 
rate cages; he has freedom of 
speech, for he can trumpet when- 
ever he wishes; he has freedom of 
belief. for he can think anything 
he likes. But he lacks the most 


| important 





National Trends 


freedom of all—the 
freedom of individual initiative. It 
this freedom of initiative and 
freedom from arbitrary control by 
government which the basic 
freedom of free men. 

Such political immoralities, 
without mentioning others which 
could be listed, should long since 
have been sufficient to shock the 
public conscience and rebuke the 
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is 


cred and restore political mo- 
1ality. But the mass of Our peo- 
sle, at least the mass of the voting 


public, seems not to be interested 
in the basic theory of government 
or in political morality 
long as they are participating 1. 
the fruits a welfare type of 
government. Hence, one trend 
most destructive to the Constitu- 
tion and representative govern- 
ment is the attitude of the people 
in failing to insist that our offi- 
clals speak and act in accordance 
both with the principles of good 
morals and the principles of sound 
government, and that when they 
fail to do so, however engaging 
their personalities, that they be 
called to account. 

Look all about you, and you 
will find we have exchanged our 
heritage of freedom and aban- 
oned the simple virtues and faith 
our fathers for a welfare type 
of government. 


as 


basic 
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This has been sponsored by so- 
clal and eco1omic pressure groups, 
ostensibly in the interest of such 
slogans as the “common man,” 
“social justice,” etc., and has been 
picked up and utilized by poli- 
ticlans as a good vote-getting pro- 
gram. This has been true of the 
leaders of both political partics. 
To prove it you only have to read 
the speeches of either candidate in 
the last national campaign. 

The politician’s conception of 
the rights of the common man and 
of social justice is to make the 
common man a ward of the state, 
dependent upon the state for his 
social and economdc” well-being 
rather than on his own effort and 
ability. This common man there- 
fore is not a free man and cannot 
possibly be free under such a 
philosophy. He may have food and 
raiment, but he will not have 
freedom. Man does not live by 
bread alone, and in his rise from 
the animal state or barbarism he 
has been motivated chiefly by the 
opportunity of individual advance- 
ment and achievement, the need 
to strive for himself. 

One of our benevolent citizens 
in Seattle provided severals years 
ago in his will a fund. the income 
from which is used for feeding the 
ducks on Lake Washington. If you 
go out today to Seward Park on 
Lake Washington you may ob- 
serve the ducks in that area which 
are fed through the benefaction of 
the late Mr. Frederick. They have 
become so satisfied with their so- 
cial and economic well-being, that 
they have almost lost the power to 
{ly with the wings that God gave 
them, and sit huddled about in 
the quiet waters from one feeding 
to another waiting for the next 
distribution of free grain. You 
cannot build a strong and endur- 
ing national life on the basis of 
turning the citizens into “sitting 
ducks.” The majority of Amer- 
icans will not long be content with 
the “sitting duck” economy when 
they finally discover that, after all 
the noble phrase-making of the 
last 20 vears and a new world 
liberalism, they have exactly 
wchieved the status of “sitting 
ducks.” 


Threat to Free Education 

Other forms of paternalism are 
On the way. Bills on several oc- 
casions have been introduced in 
the Congress to allot large sums 
to be spent for public education. 
It is now asserted that the public 
polls tavor such legislation. Such 
an allotment of Federal funds to 
the states can only mean that 
Washington henceforth will direct 


and supervise matters ot education 
througnout this country — both 
ypolicy and content. The power of 
the purse is always the power of 
control, and as soon as states have 
their public school systems geared 
to these Federal education expe.1- 
ditures, it will be simple indeed 
for Washington to dictate policies 
in education, and our free educa- 
tional system will be gone. Sup- 
pose there is a deficiency of edu- 
cation in certain sections of the 
country. It is better to preserve 
local control of education than to 
have the control of it vested in 
Washington. It will then become 
great a governmental propa- 
ganda instrumentality as within 
Our memory was set up in Ger- 
many and now prevails in Russia. 


as 


While on the subject of educa- 
tion, there a matter concerning 
our colleges which should be men- 
tioned. Since the time of World 
War I the so-called “social studies” 
of politics, economics, sociology, 
and psychology have largely mo- 
nopolized the curricula, A student 
is now and for a number of years 
past has been able to graduate 
from most any American college 
or university without having had 
any work in English, except on 
the composition side—that no 
work in English or American lit- 
erature as such: no work in Eng- 


is 


is 


lish history or in American his- 
tory as history; no science; no 
mathematics; no languages, an- 


clent or modern; but instead only 
courses in political and economic 
theory and in sociology and psy- 
chology—with the result that 
many college students for nearly 
a generation have missed the dis- 
cipline of the definite and exact- 


ing studies and the intellectual 
and moral discipline that comes 
from work in_= science, mathne- 


maties, literature, and particularly 
history. Is it any wonder, there- 
fore, that Vassar and Columbia 
produce Elizabeth Bentleys? 


Is Business Independent? 


Now what are the trends in the 
field of business’? Since the de- 
pression business has been adverse 


to standing on its own feet and 
maintaining its traditional inde- 


pendence as free enterprise. First 
of all, business readily fell in with 
the New Deal concept of the NRA 
and the Blue Eagle. It may be 
said that this matter constitutes 
ancient history—but it represents 
the significant beginning of the 
present trend where _ business, 
more than ever before in the his- 
tory of the country, turns to Wash- 
ington for help. 

Business and businessmen have 
now. in many instances, made 
themselves the wards of govern- 
ment. Furthermore, the’ inde- 
pendence of business and the very 
existence of free enterprise is now 


threatened by the fact that the 
national government is in busi- 


ness on its own account in a way 
and to an extent not often realized 
by the general public. The Fed- 
eral Government has organized 
and operates over 50 corporations 
having assets of over $25 000.000.- 
000, which sum is 40 times as 
great as our biggest public utility; 
10 times as great as our biggest 
railroad; 10 times our biggest in- 
Custrial company: and about twice 
the value of all farm buildings in 
the United States. Of these gov- 
ernment corporations many are 
not even incorporated under acts 
of Congress, but government offi- 
cials have incorporated them un- 
der the laws of Delaware and 
other states. They have the form 
and structure of private corpora- 


tions, but behind them in their 
competition with private enter- 
prise, they have the credit and 


finance and power of government. 

So far as business is concerned, 
therefore, we have had two defi- 
nite trends. One a tendency of 
business itself to seek gover iment 
sponsorship and aid, the other the 
tendency of government to go into 
business on its own account to 
compete with private effort. There 


is little present indication that 


these trends will be 
checked or changed in the near 
future. There has been an elimi- 
nation of purely wartime controls; 
but regimentation, regulation of 
business, and government in busi- 
ness provide too many jobs and 
political patronage—too much 
litical influence to be given up by 
any party in power except as the 
result of something in the nature 
of a revolution in the general ma- 
terialistic philosophy and economy 
of Americans in all classes. Labor 
as well as business, educators and 
lasses, including 


either of 


po- 


professional c 


lawyers and doctors, look for ta- 
vors at the hands of the govern- 
ment in Washington rather than 
stand on their own and survive 
or perish as free men. 

A review of ‘national trends” 
almost necessarily involves sone 


reference to the international sit- 
uation, for there no question 
but that world events and condi- 
tions now have a direct impact on 
our national life. 

Due to the general impoverish- 
ment of the world and the need 
for a vast eifort toward recon- 
struction, there could have been 
such a continuation of production 
in this country as would mean full 
employment for a long time, and 
carry the American people into a 
period of sustained prosperity un- 
der a truly tree enterprise sys- 
tem. For a sound prosperity, prob- 
ably the two most important 
things required were for the na- 
tional government to cease its 
meddling and fumbling in the di- 
rection of a planned economy, and 
for labor to be convinced that its 
best present interest and its best 
security for the future was not 
turmoil and strikes but increased 
production. But the new phi- 
losophy in thought and _ action, 
both at home and abroad, partly 
as a result of the war, but also 
as a result of a new social, politi- 
cal. and economic concept. still 
being experimented with, seem to 
be precipitating America along 
with the rest of the world into 
economic and political statism 

One grows exceedingly weary 
of hearing how the so-called free 
enterprise system is on trial. On 
trial for what? Has any other 
system accomplished so much or 
provided such standards of living? 
It is socialism that is on 
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trial as 
in England, and communism that 
is on trial as in Russia. It is indi- 
vidual enterprise that is being 
asked now to provide the food, 
the money, and the tools to re- 
build Europe. Americans should 
be on guard against the insidious 
efforts constantly made to cis- 
credit a system that has not only 
been responsible for the nation’s 
growth and progress, but is so 
strong and virile that it is at this 
very time underwriting and sus- 
taining the shattered economies of 
Europe. 

But in spite of this factual sit- 
uation. there seems to be little 
courageous and intelligent leader- 
ship in America sutficiently strong 


and outstanding to reaffirm and 
reestablish, in the minds of the 
people, the importance and the 


strength of a free economy under 
a free government. The tendencies 
nationally and internationally are 
not toward free enterprise or a 
free economy. They are definitely 
toward a more planned economy 
and regimentation, with more and 
more activities being taken over 
or regimented by the state. This 
seems to be largely the result of 
a lack of proper education and a 
lack of understanding on the part 
of the American people. 


Spurious Concepts of Equality 

Spurious concepts of social, eco- 
nomic, and racial equality have 
distorted the common sense and 
the common honesty of men. Man 
everywhere is becoming a ward of 
the state, depending upon the state 
for social and economic well-being 


rather than on his own effort or 
ability. By social and economic 
benefits, by attempting to estab- 


(Continued on page 38) 
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lish equality in cases where equal- 
ity does not in fact exist, by im- 
posing equality through govern- 
ment fiat and hence destroying 
the incentive for individual enter- 
prise and the urge to better one’s 


own condition, government pre- 
vents individual progress. 
In the nature of things, only 


when individuals advance by their 
own efforts can a free society sur- 
vive. The founders of the repub- 
lic knew that, when government 
plans for its citizens and gets too 
close to the citizens, it restricts 
and then destroys their freedom, 
and so bv a constitutional and 
representative form of govern- 
ment our founders intended to say 
to the government officials, ‘““You 
keep aloof from the affairs of the 
individual; you make such laws as 
will referee the game fairly; you 
punish when some rule of. fair 
play is violated—but within this 
framework of providing fair rules 
end enforcing fair rules, the citi- 
zens as individuals are to be left 
free to compete and work and live, 
each according to his talents and 
deserts.” 

This went on for 150 years, and 
under government thus limited in 
its powers, the American people 
attained the highest known degree 
of well-being in the whole his- 
tory of the world. New York City 
has more telephones than all of 
Russia. Americans own more life 
insurance than all peoples every- 
where in the rest of the world. 
We have four times as many au- 
tomobiles as all the people else- 
where in the world. We have one 
half of the world’s wealth, and yet 
with all this, we have only 1/ 15th 
of the world’s population. The 
Constitution with its Bill of Rights 
is the highest embodiment of 
man’s effort in government to 
establish and protect the liberty 
and dignity of man and the moral 
and ethical values without which 
man has neither liberty nor dig- 
nity. But in addition and on the 
purely material side, the Consti- 
tution so released and protected 
the creative powers of man that 
it proved to be the greatest busi- 
ness document the world has ever 
seen, and during a period of 150 
years, brought more jobs. better 
pay, greater contentment than the 
world under any other system of 
government had ever known. 

But the overall trend and the 
basic error is to view life and all 
man’s activities and relationships 
in terms of mere economic or ma- 
terial values, and to make eco- 
nomics and the supposed economic 
well-being of man the criterion of 
all action, personal as well as 
governmental. The basic trend 
will not be halted by viewing the 
matter as a clash between rival 
economic points of view. The 
present confusion in public and 
private thinking cannot be clari- 
fied nor resolved except by a 
recognition of the fact that the 
problem is basically not one of 
economics at all. but one of the 
philosophy of government and of 
morals. 

The form of government and the 
morals of a people, in the last anal- 
ysis, control the kind of economics 
operating among the citizens. The 
new economic planners have made 
us believe the reverse, that eco- 
nomics should shape the form of 
government and the morals of a 
people. These planners know full 
well that they could not possibly 
impose a planned economy or the 
morals of expediency merely by 
talk and persuasion. They must 
first exercise over the people po- 
litical and governmental control. 
They must regiment us politically 
in order to regiment us economi- 
cally. The problem, therefore, 
basically is: what kind of govern- 
ment do the American people want 
for the next 150 years? Do we 
want a republic, a constitutional 
and representative commonwealth, 





a society of free men and a free 
economy, a return to thrift and 
common honesty, or do we prefer 
the regimentation of some form 
of statism? 


At the Cross Roads 

We are definitely at the cross- 
roads. The trends involved and 
the trends now operating raise the 
basic issue of the form of govern- 
ment under which we and our 
posterity are to live. Restore the 
Constitution and its guaranties of 
liberty and property: preserve 
liberty under law and the rights 
of the states against centralized 
power; restore free markets for 
so0ods and money; prevent mo- 
nopolies wherever they exist, pub- 
lic or private; and the national in- 


come will then enable us to pay 


our kuge debt with honest dollars, 
and we may again set ourselves 
on the road to such achievement 
and general well-being as will 
once more astonish the world. 
Our generation is not to found 
new lands or conquer the forests 
and the plains by warring with 
savage men or savage beasts, nor 
are we to build a new nation as 
did our forefathers. Our task is, 
to maintain and preserve, for Our 
children and our children’s chil- 
dren, the great heritage bestowed 
upon us. It is to uphold and de- 
fend this great heritage against 
all persons that would undermine 
within, and against all 
that would challenge it 
from without. This is to imitate 


it from 


forees 


the virtues of our forefathers and 
to make our day, at least in part, 


as glorious as theirs. 


The NAM and National Ideals 
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Which our fathers fied and which 
today ration the misery of Europe, 
men lusting for power; men, who, 
for some reason, have not been 
successful in the competition of a 
free society; and even some ideal- 
ists who would lift the poor by 
despoiling the successful. and who 
view the incentive or profit sys- 
tem as contrary to Christian 
ethics. These last overlook the 
relative prosperity of America. 
the comparative well-being of our 
poor. They overlook the fact that 
incentive for most men is cher- 
ished for family betterment. More 
important, they overlook the prac- 
ticability of improving and per- 
fecting our free opportunity sys- 
tem with increased application of 
Christian responsibility, of the so- 
cial consciousness which our 
founding fathers expected and to- 
ward which we have made much 
progress. 

Nevertheless, I have 
faith in the people of 
North, South, East or West, rich 
and poor, our ideals are pretty 
much the same—the wish to do 
right, to be helpful and useful. 
We want security for curselves 
and opportunity for our children. 
With few exceptions we believe 
in our American Heritage and Op- 
portunity system and our Con- 
gressmen reflect that belief. While 
more productive than anv system 
we know, we all want it to work 
better and for more people. I am 
confident that while, as Lincoln 
said, you can fool all of the 
people some of the time, and some 
of the people all of the time, you 
can’t fool all of the people all of 
the time, 


But we know now that Com- 
munism has an insidious approach. 
It's a new approach that makes 
fooling even some of the people 
dangerous, Yet we are continually 
bamboozled by politicians seeking 
personal power with an approach 
to our soft side. It’s so very easy 
to touch our pride by telling us 
that somebody is exploiting you, 
“Wake up, I'll get you more for 
less work, or something for noth- 
ing.”” The war gave them a taste 
for power, and ever since it ended 
they have been asking for peace- 
time price and other controls, 
against boom or bust. They don’t 
know which, and don’t care! 
Either is an excuse to build up 
tax-eating bureaus that interfere 
with the free flow of business 
under consumer preference, com- 
petition and the incentive to pro- 
duce. They could easily bring 
about more inflation through in- 
creased government spending or 
a bust through business stagnation 
and high taxes, and they are more 
likely to bring about one or both 
unless we have stability in gov- 
ernment ond continued freedom 
of enterprise. 

Now we, of the NAM, are cog- 
nizant of the faults in our own 
free system. They are not the 
faults of the system. however, but 
of individual men in it. Indeed we 


renewed 
America, 


need policemen to enforce com- 
mon honesty, to enforce compe- 
tition and curb monopoly. But, 
more, we need men of social con- 
science, as we make progress 
toward stabilized) =empioymient, 
better labor relations, more and 
better products. 

To me, the solution of our eco- 
nomic problems lies in the realm 
of morals rather than politics. We 
in business management, need a 
lively and active sense of social! 
responsibility to govern our busi- 
ness decisions. And the country 
cries out for men who will do an 
honest day’s work for a day’s 
pay. Each of us, each of you, has 
definite personal responsibility to 
that end. 

Then we have an added respon- 
sibility as intelligent citizens. To 
seek and spread the facts about 
our American free system and 
how it works. To test all propa- 
ganda by fundamental principles 
our belief in the worth and 
dignity of every individual; his 
right to go as far as his will and 
skill permit. wherever he chooses: 
his right to keep what he earns 

be he black, white, rich or poor: 
and to regard government not as 
master but as servant. 

These were the concepts olf 
Washington and of Lincoln, whose 
birthdays we celebrate this 
month. They were the concepts 
too, of that great lover of the 
rights of man, Jefferson. To treat 
them lightly in our business con- 
duct, or to fail in our responsi- 
bility to keep them before the 
American people, is today fool- 
hardy and dangerous. 


Arthur L. Suliead Joins 
E. F. Hutton & Co. 


(Special to THe FINANCIAL CHRONICLE) 





FRESNO, CAL. — Arthur L 
Selland has become _ associated 
with E. F. Hutton & Co., 2044 


Tulare Street. Mr. Selland was 
formerly a partner in Bailey, 
Selland & Davidson. 


Davies & Mejia Add 
(Special to THE FINANCIAL CHRONICLE) 
SAN FRANCISCO, CALIF. — 

Wesley J. Roland has been added 
to the staff of Davies & Mejia. 
Russ Building, members of the 
New York and San _ Francisco 
Stock Exchanges. 


White With Pasadena Corp. 
(Special to THe FINANCIAL CHRONICLE) 
PASADENA, CAL.—Raymonca 

L. White has become connected 

with the Pasadena Corp.. 234 East 

Colorado Street. Mr. White was 

previously with Bingham, Walter 

& Hurry. 


With James B. Green 
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(Special to THE 

SACRAMENTO, CAL. — James 
B. Green, California State Life 
Building, has added Hilda E. 
Shiffer to his staff. 


“\Disinflation’’ and the 
Gocd Sense of the Investor 


(Continued from page 3) 


be a weakening in the _ price 
structure, we are likely, for a pe- 
riod at least, to have a contraction 
in unit volume also. Corpora- 
tions are presently geared to a 
high level of production. Ex- 
penses, too, are geared to that 
production, and to 1948 sales fig- 
ures. It takes longer to control 
factory overhead, selling and ad- 
ministrative expenses than it does 
for sales volume to drop. Hence. 
a contraction in sales of 25%, due 
to a combination of a fall in price 
and fewer units, would cause the 
disappearance of all—or almost 
all—of the so-called excessive 
profits that corporations have 
earned. 

Investors have been chided by 
pany financial newspaper col- 
umnists and commentators tor 
their lack of judgment in _ not 
buying equities at bargain prices, 
in view of corporate earnings and 
dividends. In our opinion, it has 
been a very long time since the 
real investing public has shown 
such good judgment as it has dur- 
ing the past two years.—The very 


large dividends paid, have per- 
mitted a man to keep at least 


0% of his portfolio in govern- 
nents or other bonds of the hign- 
‘st grade, and still obtain a re- 
turn of somewhat more than 5% 
mn his entire portfolio, whica 
would have been considered a 
satisfactory vield on an all stock 
nortfolio under any ordinary con- 
dition. The difference in net in- 
come after personal income taxes 
between a balanced portfolio and 
in all stock portfolio has appar- 


ently not been sufficient inauce- 
nent to incur the greater risks 
Nor has conservatism interiered 


with capital gains. In two vear 
he market as a whole has maae 
no progress. Wise shiiting tron 


one industry to enother at certein 
imes has been profitable, but that 
has not involved a greater invest- 


ment in equities. 


Inventories and Price-Earnings 
Ratios 

Nor has the investor failed to 

appraise properly the price-earn- 

ings ratio of stocks. Take, ii you 

will, as an example, American 

Telephone. Here is a company 


beset with regulations, public 
service commissions, anti - trust 


suits and what not, still selling at 
15 times earnings and returning 
6%. on the investment. Then 
consider two premier corpora- 
tions—one a producing company, 
the other a manufacturing com- 
yany—Standard Oil of New Jer- 
sey and General Motors, selling 
approximately six to eight times 
earnines and returning 7% to 8% 
(including stock dividends). And 
then again, consider the textile 
companies selling three to four 
times’ earnings and_ returning 
about 10%. We believe these to 
be sound appraisals based upon 
sound. reasoning. Telephone’s 
-arnings are not due to inflation. 
They have no inventory problems 
of importance. A drop in whole- 
sale prices will help rather than 
hurt them. If their new equip- 
ment has cost them more than it 
would some time ago or would 
some years hence, it need not al- 
fect their earnings, for they are 
entitled to a return based on the 
cost of their investments. The 
oil companies are facing a weak- 
ening in the price structure 0! 
their product, and the urgent de- 
mand for automobiles is no longer 
so urgent. The textile companies 
have all kinds of problems—not 
the least of which is the govern- 
ment controlled price of their raw 
growing 


material and the con- 
sumer resistance to the price of 
the finished product. 

And we do not doubt but what 
present prices of many corpora- 
tions will be found to be 15 times 


their 1949 earnings, as compared 
with three to five times their 1948 
earnings. Nor is there much va- 
lidity to the argument that if cor- 
porations halve their 1948 earn- 
ings, stocks are still cheap, for 
from this level there will be either 
a slight falling off in profits or 
profits in many instances will dis- 
appear. 

Bearish as all this may sound 
its ultimate implications are buil- 
ish. The economy is still sound, 
corporations have had profitable 
years, have set aside huge sums 
for contingencies, and individual 
savings are still substantial. Should 
a recession occur shortly both the 
corporation and the individual will 
be able to sustain the 
Therefore, while the adjustment 
period may witness quite a sharp 
and sudden deflation it should not 


shock. 


be of long duration. The longer 
the adjustment is delayed the 
more severe it will be. In spite 


of all the caution exercised by 
purchasing agents in all branches 
of trade, inventories are larger to- 
day than they were a year ago, 
and if the real break in prices be 
delayed a vear, they will be still 
larger, and the greater the in- 
ventories obviously the more se- 
vere will be the adjustment. Hece 
any attempt to sustain present 
high levels artificially by the gov- 
ernment will, in the final analysis, 
have disastrous results. Further, 
the futility of such an attempt will 
be evident when we consider that 
a 20% drop in dollar value of na- 
tional product due to a fall in 
price and a smaller number of 
units produced would amou it to 
50 or 60 billion dollars, and it will 
be totally impossible for govern- 


nent spending to compensate for 
such an enormous sum, unless we 
again resort to deficit financing 
ona huge scale—an unlikely event. 


Labor is quite cogniza it of pres- 


ent developments, and demands 
for a fourth round of wage in- 
creases are lkel to evaporate. 
As a matter of fact. an attempt 
may be made to reduce wages as 
living costs cecline a policy 
Which will uncoubtedly be purs- 
sued by General Motors in ac- 
cordance with its last labor con- 
iract 

Under a similar contract. the 


International Shoe 
cutting the wages of 25,000 work- 
ers three cents per hour. In Wash- 
ington, the CIO Amalgamated 
Clothing Workers Union de‘erred 
asking for pay increases because 
of mounting unemployment and 
declining living costs. The Phila- 
delphia Laundry Association, an 
AFL union, merely requested their 
present contract be renewed. 
Straws in the wind! 

Fortunately the stock 
has not been inflated as much as 
inventories, and while its decline 
will not be as severe as that of 
wholesale prices the present at- 
mosphere is not conducive to bull- 
ishness. 


With Ranson Davidson 


Company is 





(Special to THe FInanciaL CHRONICLE) 
ST. PETERSBURG. FLA.—How- 


ard M. Jenness has become asso- 

ciated with The Ranson-Davidson 

Co., Inc., Florida National Bank 

3uilding. He was previously with 

the Florida Securities Co. 
EI 


Joseph A. Babbert Joins 
Central Republic Staft 


(Speciai to THe FINaNncrtat CH JICLE) 

CHICAGO, ILL. Joseph A. 
Babbert has become affiliated with 
Central Republic Co, 209 South 
La Salle Street, members of the 
Chicago Stock Exchange. Mr. Bab- 
was formerly with Ames, 
Emerich & Co., Inc. 


bert 


market 
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Securities Now in Registration 





Ailied Western Oil Corp., New York 
Jan. 


ly (fetter o1 notification) 1,zV0.000 snares of commo} 
stock (par le). Underwriter—Atiantic Securities Co., 
New York. Price—25c per share. Acquisition of oil 
leases, properties, drilling, etc. 

American Light & Traction Co., Chicago 
Jan. 10 United Lignt & Railways Co. filed 634.667 shares 
ot American Lignut common ($25 par). Underwriter- 
None. Offering—Offered at $12 per share to holders of 
United Li common of record at the close of business 
Feb. 7, on tve basis of one share of American Light com- 
mon. for each five shares of United Light common. Rights 
will expire March 9. 

American Steel & Fump Corp. 
sept. 21 tiled 200,600 shares (SZ par) convertible class A 
stock. Underwriters—Herrick, Waddell & Reed, Inc. and 
Sills, Minton & Co.. Inc. Price-—-$8 per share. Proceeds 

To 1etire indebtedness end for working capital. Fi- 

nancing plan may be revised. 

Animal Foundation, inc., Buffalo, N. Y. 
Feb. 3 filed 5,030 shares of 6% cumulative participat- 


ing non-convertible preferred stock (par $100) and 1,000 
shares of common stock (no par value). Offering—To be 
publicly offered in units of five shares of preferred stock 


and one share of common stock. Price—$100 per unit. 
Underwriter—-None. Preceeds To purchase property 
and equipment and to provide working capital. 
Argus, Inc., Ann Arbor, Mich. 

Nov. 1 filed 115,315 shares ($10 par) 515% cumulative 
sonvertible preferred stock. Offering To be offered 
initially for sale to stockholders at the rate of one pre- 
ferred stock and purchase warrant for each 3% shares 
9f common stock held. With each share of preferred 
Surchased company will issue a purchase warrant en- 


‘tling the holder to buy 80/100 of a share of the com- 
Xany’s ($1 par) commen stock on or before Dec. 31, 1950. 
Underwriters—Leason & Co., Inc, and First Securities 
Co., Chicago. Froceeds—For working capital. 


Badad Insulating Boards Corp. of Palestine, 
New York City 


| ¢ 


Jan. 4 filed 47.144 shares of 5% cumulative ($21 par) 
oOnvertible eferred stock and 57,144 shares (no par) 
common A stock, to be sold in units of eight shares of 
cach cl 5169 per unit. No underwriting. Proceeds 
—To buy equipment and set up plant ready for operation. 
Bencficial Industria! Lean Corp. (2/25) 
Feb. 4 filed $20,000,000 15-year sinking fund debentures 
due Feb. 1, 1964. Underwriters—Eastman, Dillon & Co., 
New York, will head a group. Price—To be supplied by 
amendment. Proceeds—To reduce outstanding bank loans 
maturing over the next several months 


& Biack Lake Oi] & Development Co., Inc., 
Washington, D. C. 


Feb. 10 (letter of notification) 40,000 shares of preferred. 
Price $1 per share. No underwriter. To purchase oil 
leases. drill for oil and develop property. 

Bradshaw Mining Co., Tonopah, Nev. 
Oct. & (letter of notisication) 1.500,000 shares (5c par) 
common stock. Price—20 cents per share. Underwriter 
—Batkin & Co., New York. To repair and renovate mine 
of company and to exercise option to purchase processing 
mill and ove and erect such mill on the company’s 
property and for working capital. 

California Electric Power Co. (3 25) 


Jan. 28 filed $3,000,000 of 3% first mortgage bonds, due 
1978. Underwriter—Halsey. Stuart & Co. Inc. was 
awarded the issue Feb. 23 at 99.515. Proceeds—To re- 
tire $500,000 of bank notes and to finance part of the 


construction program of the company and its subsidiaries. 
Offering expected Feb. 25 at par. 

Capital City Boating Corp., Washington, D. C. 
Jan. 4 (letter of notification) 50,000 shares ($2 par) 6% 
non-cumulative preferred stock. Price, $3 per share. 
Underwriter—Lawrence R. Shepherd & Co., Washing- 
ton, D. C. To operate company, purchase an excursion 
boat and invest in the securities of other transportation 
Or amusement companles. 

Central Maine Power Co. (3/1) 

Jan. 10 (bv arnendment) 286.496 shares ($10 par) com- 
mon stock. Offering—Company’s common and 6% pre- 
ferred stockhelders have preemptive rights to purchase 
such stock. New England Public Service Co., which holds 
77.85 of common stock, has waived its preemptive right 
to purchase 219,196 shares of the total issue, making such 
shares available for immediate sale to underwriter. 
Underwriter—Harriman Ripley & Co. Proceeds—To re- 
duce outstanding short-term notes. Expected March 1. 
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INDICATES ADDITIONS SINCE PREVIOUS ISSUE 


Central Maine Power Co. (3/14) 

Feb. 11 filed $5,000,000 30-year first and general mort- 
gage bonds, series R. Underwriters—-Names to be deter- 
mined through competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.: The First Boston Corp: Salo- 
mon Bros. & Hutzler; Kidder, Peabody & Co.; Harriman 
Ripley & Co.; Merrill Lynch, Pierce, Fenner & Beane and 
White, Weld & Co. (jointly); Shields & Co.; Otis & Co. 
Proceeds——To reduce notes payable to The First National 
bank of Boston. Expected about March 14. 


Citizens Credit Corp., Washington, D. C. 
Jan. 3 (letter of notification) 2,200 shares of Class A 
common stock, ($12.50 par) and 2,200 shares of Class B 
common ($25c par). To be sold in units of one share of 
Class A and one share of Class B at $15 per unit. 
Underwriter—Emory S. Warren & Co., Washington, D.C. 
For general funds of company. 


Clarostat Mfg. Co., iInc., Brooklyn, N. Y. 
Aug. 26 (letter of notification) 37,400 shares of 50¢ 
cumulative convertible preferred stock. Underwriter— 
Cantor, Fitzgerald & Co., Inc., New York. Price—$8 per 
share. Working capital, etc. 

Cieveland Electric illuminating Co. 

Feb. 15 filed 464,912 shares of common stock (no par). 
Underwriting—None. Offering—To be offered to holders 
of outstanding common shares on the basis of one share 
of new stock for each five held at the close of business 
March 14. In addition company expects to offer share- 
holders the right to purchase at the same price any 
shares not taken on the original offering to stockholders. 
Rights will expire about April 5. Proceeds—To pay oft 
loans and for construction. 

Coleraine Asbestos Co. Ltd., Montreal, Canada 


Aug. 16 filed 200,000 shares of capital stock. Price— 
50 cents per share in Canadian Currency. Underwriter 


—P. E. Frechette. Proceeds—For drilling operations. 


Colorado Milling & Elevator Co., Denver, Colo. 
Feb. 10 (letter of notification) 500 shares ($1 par) com- 
mon, to be sold at market on behalf of Thomas E. Mur- 
chison. Underwriter—Paul H. Davis & Co., Chicago. 

Columbia Gas System, Inc., New York (3,15) 
Feb. 14 tiled $20,000,000 z5-vear debentures. Under- 
writers—Names to be determined through competitive 
bidding. Probable bidders: Morgan Stanley & Co.; Hal- 
spy, Stuart & Co. Inc.: Merrill Lynch, Pierce, Fenner & 
Beane and White, Weld & Co. (jointly); Lehman Broth- 
ers. Goldman, Sachs & Co. and Union Securities Corp. 


(jointly); Salomon Bros. & Hutzler, The First Boston 
Corp. Proceeds—To be used to finance part of the 
1949 construction program. Bids expected to be opened 
on or about March 15. 


Connecticut Light & Power Co. (3 7) 

Jan. 31 filed an alternative to issue either 163.133 shares 
(no par) common stock at $50 per share or $8,156,650 
of 3% convertible debentures, due 1959. Offering— 
Stockholders of record Feb. 16 are given the alternative 
to subscribe for either (a) one share of common at $50 
per share for each eight shares held or (b) $50 of deben- 
tures at par for each eight shares held. Rights expire 
March 4. Underwriters—Putnam & Co.: Chas. W. 
Scranton & Co. and Estabrook & Co. will head a group 
of underwriters in purchasing the unsubscribed deben- 
tures. Proceeds—To be applied to the payment of 
$2,570,000 of bank borrowings and to future construction 
outlays. Expected about Feb. 18, with rights expiring 
March 4. 

Continental Engineering Co. Carrizozo, N. M. 
Jan. 28 (letter of notification) 500,000 shares of common 


stock (par 50c). Price par. Underwriter—William C. 
Hitchman Co., New York. For equipment and expenses. 
® Cook (E. K.) & Co., Inc., Washington, D. C. 


Feb. 14 (letter of notification) 2.0C0 shares of preferred 


(par $25). Price, par. No underwriter. For working 
capital. 
Delaware Power & Light Co. (3/3) 


Jan. 31 filed 232,520 shares ($13.50 par) common stock. 
Offering—To be offered to common stockholders of rec- 
ord Feb. 28 in ratio of one new share for each five 
shares held. Rights will expire March 21. Under- 
writing—Unsubscribed shares will be sold at competitive 
bidding. Probable bidders: The First Boston Corp. and 
Blyth & Co. (jointly); Morgan Stanley & Co., Harriman 
Ripley & Co., White, Weld & Co. and Shields & Co. 
(jointly); Lehman Brothers; Otis & Co. Proceeds—For 
construction. Bids—Bids for purchase of the stock will! 
be received by the company at its office, 600 Market 
Street, Wilmington, Del., up to 11:30 a.m. (EST) Mar. 3. 
Detroit & Cleveland Navigation Co., Detroit 
Feb. 8 (letter of notification) 15,000 shares of common 
($5 par). To be offered to stockholders. No underwriter. 


To reimburse the issuer for shares purchased by the 
issuer. 

@® Dignity Associates, Inc., New York 

Feb. 16 (letter of notification) 100,000 shares of pre- 


ferred stock, class A (par $1) and 1C0 shares of preferred 
stock, class B (par $100). Price—Class A, $2 per share; 
Class B, $155 per share. Underwriting—None. Set up 
and operate a wholesale grocery company. 

@ Eastern Gas and Fuel Associates (3/21) 

Feb. 18 filed $12,000,000 25-year first mortgage and col- 
lateral trust bonds. Underwriters—Names to be deter- 
mined through competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Blyth & Co. Inc.; White, Weld 
& Co. and Kidder, Peabody & Co. (jointly). Proceeds 
—For construction and to reimburse the company for 
past expenditures. Expected about March 21. 








Emery Hill Storcs Co., Greenville, S. C. 


Feb. 8 (letter of notification) 5,000 shares of commo: 
stock. Present stockholders, other than the management, 
will be given until March 15, 1949, to buy at $5 per 
share, one share for each four shares now held. Under- 
writer—Frank S. Smith & Co., Inc., Columbia, S. C. 
For working capital. 
Farnsworth Television & Radio Corp. 

Jan. 12 filed 270,000 shares ($1 par) common stock. Un- 


derwriter — The First Guardian Securities Corp., New 
York. Proceeds — To pay past due debts, to reestablish 
the corporation’s credit position and for general corporate 
purposes. Offering has been indefinitely postponed. In- 
ternational Telephone & Telegraph Corp. directors on 
Feb. 9 voted to enter the television fieid and expand in 
manufacture of other radio consumer goods through ac- 
quisition of Farnsworth Television & Radio Corp. An 
agreement has been reached in principle for an exchange 
of one share of I. T. & T. stock for each 12 of the 1,680,568 
shares of Farnsworth stock outstanding. 


Gauley Mountain Coal Co., New York 
Jan. 19, filed 10,666 shares of capital stock, of which 
1,381 shares will be sold in behalf of the company and 
9,285 shares will be sold by Norgreen Associates Inc. and 
cthers. Underwriting — None. Proceeds Company will 
use its proceeds for additional working capital. 


© General Investors Trust, Boston, Mass. 

Feb. 18 filed 100,000 shares of beneficial interest in the 
Trust. 

© Gulf Power Co., Pensacola, Filia. (3/22) 

Feb. 18 filed $2,500,000 30-year first mortgage bonds. 
Underwriters — Names to be determined through com- 
petitive bidding. Probable bidders: Equitable Securities 
Corp.: Halsey, Stuart & Co. Inc.; Otis & Co.; Kidder, Pea- 
body & Co.; Union Securities Corp.; Preceeds—For con- 
struction. Expected about March 2: 


Harwill, Inc., St. Charles, Mich. 
Oct. 27 (letter of notification) 125,000 shares of common 
stock (par $1). Price, par. Underwriter — Charles E. 
Bailey & Co., Detroit. To pay current liabilities, pur- 
chase property, building and equipment and for working 
capital. 

Hastings (Minn.) Gas Co. 


Dec. 27 (letter of notification) $14,000 first mortgage 
sinking fund 5% bonds, due Aug. 1, 1960. Underwriter— 
Braun, Monroe & Co., Milwaukee, Wis. For working 


capital. 
Hastings (Mich.) Manufacturing Co. 
Feb. 9 (letter of notification) 780 shares ($2 par) com- 


mon stock. Underwriter—First of Michigan Corp. Pro- 
ceeds to selling stockholder. 

Hawkeye Casualty Co., Des Moines, lowa 
Jan. 20 (letter of notification) 4,000 shares of $10 par 


$2.50 cumulative preferred stock, to be sold at $50 per 
share. Underwriters—Becker & Cownie, Inc., and Shaw, 
McDermott & Co., Des Moines, lowa. 


Heidelberg Sports Enterprises, 
Pittsburgh, Pa. 
June 25 filed 5,000 shares of class B common stock (par 
$100). Price—$100 per share. Underwriter—None. Pro- 
ceeds——$600,000 to be used for spectator grandstand and 
balance for related purposes. 


® Hollingsworth & Whitney Co., Boston, Mass. 
Feb. 23 filed $8,500,000 344% sinking fund debentures, 
due March 1, 1969, and 61,510 shares (no par) common 
stock. Underwriters—Paine, Webber, Jackson & Curtis 
and Harriman Ripley & Co., Inc. Proceeds—To expand 
facilities of company’s Mobile, Ala., mills. 

Horwood Lake Gold Mines Corp. 


Inc., 


Dec. 27 (letter of notification) 100,000 shares of capital 
stock. Price—$1l per share. Underwriter—Charles W. 
Warshoff & Co., Newark, N. J. For development of 


mining properties. 
Hotelevision, Inc., L. 1. City (3/10) 

Nov. 3 filed 160,000 shares ($1 par) class A stock. Un- 
derwriter — Cantor, Fitzgerald & Co., Inc., New York. 
Price—$3 per share. Proceeds—To develop, exploit and 
distribute a_ television innovation. Expected about 
March 10. 

idaho-Montana Pulp & Paper Co., Polson, Mont. 
Nov. 223 (by amendment) 258,675 shares ($10 par) com- 
mon stock to be offered at $10 per share and 20,020 
shares to be issued in exchange for $170,200 first mort- 
gage bonds. Underwriter—Tom G. Taylor & Co., Mis- 


(Continued on page 40) 
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NEW ISSUE CALENDAR 


. February 24, 1949 
Northern Pacific Ry., Noon (EST)__Equip. Tr. Ctt!s. 
February 25, 1949 


Beneficial Industrial Loan Corp. Debentures 


California Electric Power Co. Bonds 

Rockland Light & Power Co. Bonds 

Southwestern Public Service Co. Common 

February 28, 1949 

Montgomery Chiropractic Hospital Ine. Common 

Worcester Gas Light Co., 11:30 a.m. (EST) Bonds 
March 1, 1949 

Central Maine Power Co. Tere Common 
Northern States Power Co. (Wis.), 

10:30 a.m. (CST) Bonds 

Pepsi-Cola Bottling Co. of Wash. Common 


March 2, 1949 
New York Central RR. _Equip. Trust. Ctfs. 
March 3, 1949 
Delaware Power & Light Co., 
11:30 am. (EST) _ 
March 7, 1949 
Connecticut Light & Power Co. 
Minnesota Power & Light Co. 
March 8, 1949 
Missouri-Kansas-Texas RR. _Equip. Trust Ctfs. 
Transcontinental & Western Air, Ine. _Common 
West Penn Power Co. Bonds & Preferred 
March 9, 1949 
_Equip. Trust Ctfs. 
March 109, 1949 


Hotelevision Ine. 


Common 


Com., Debs. 
Bonds 


Southern Ry. 


Class A Stock 


Staten Island Edison Corp. __Bonds 
March 11. 1949 

New York State Electric & Gas Corp. Common 
March 14, 1949 

Central Maine Power Co. Bonds 
March 15, 1949 

Columbia Gas System, Inc. Debentures 


Ohio Public Service Co. __Bonds & Common 
March 21, 1949 


Mastern Gas & Fuel Associates Bonds 
March 22, 1949 
Gulf Power Co. Bonds 


March 23, 1949 
New England Telephone & Telegraph Co.____Debs. 
March 24, 1949 


Staten Island Edison Corp. Preferred 











(Continued trom page 39) 
soula, Mont. Proceeds—To erect and operate a bleached 
sulphate pulp mill with a 200-ton per day capacity. 
sd Keystone Custodian Funds, Inc., Boston, Mass. 
Feb. 21 filed 500,000 shares ($1 par) represented by 
certificates of participation, series B-3. 
@® tLan:er Aircraft Corp., Newark, N. J. 
Feb. 16 (letter of notification) 40.600 shares of common 
stock (per $1). Price—$7.50 per share. Underwriting— 
None. Working capital, etc. 

Las Vegas (Nev.) Thoroughbred Racing Assn. 
Jan. 25 filed 500,000 shares 6% cumulative preferred 
stock (par $5) and 500,000 shares common stock (no par). 
Underwriting—-None. Offering—To be sold in units of 
one share of each at $5 per unit. Proceeds—To purchase 
land and construct racing plant and for working capital. 
@® tLustour Corp., St. Louis, Mo. 

Feo. 16 (letter of notilication) 154,000 shares ($1 par) 
common. Price, par. No underwriter. For additional 
working capital. 

Magma Copper Co., New York 
Jan. 25 filed 204,000 shares of common stock (par $10). 
Offering—-Offered for suvscription by stockholders of 
record Feb. 15 in ratio of one new share for each two 
shares held at $16.75 per share. Rights expire March 8. 
Lazard Freres & Co. and ivewmont Mining Corp. have 
agreed to purchase any unsubscribed shares, but have no 
intention of making any public offering thereof. Pro- 
ceeds—-Provide funds with which company may increase 
its investment in San Manuel Copper Corp., a subsidiary. 

Magnavox Co., Fort Wayne, Ind. 

Feb. 7 (letter of notification) 3,500 shares ($1 par) com- 
mon stock. Price at market. Underwriter — Cruttenden 
& Co., Chicago. Securities being sold solely for benefit 
of Richard A. O'Connor. 

Mayflower Co., Salt Lake City, Utah 
Jan. 17 (letter of notification) 100,000 shares (le par) 
common stock. Price at market. Underwriter—Cromer 
Brokerage Co., Salt Lake City. To liquidate a loan which 
was obtained to pay rentals on leases and to pay future 
rentals. 
® Merchants Acceptance Corp., Worcester, Mass. 
Feb. 23 filed 40,000 shares (no var) $1.50 convertible 
preferred stock. Underwriter—G. H. Walker & Co. 
Proceeds—To expand business. 

Mineralized Products Inc., West Paim Beach, 

Florida 
Feb. 11 (letter of notification) 100,000 shares ($1 par) 
capital stock. Priee—$2.50 per share. Underwriter— 


Curlette & Co., Miami, Fla. For equipment, buildings 
and working capital. 

Minnesota Power & Light Co., Duluth, Minn. 
Jan. 27 (letter of notification) 59,090 shares (no par) 
common stock. To be sold to stockholders of record Feb. 
3, 1949 on basis of one new share for each 11 shares held. 
American Power & Light Co. (parent) will exercise its 





right to purchase 50,000 shares. Price—S$21 per share. 
Underwriter — None. Proceeds — For construction and 
other purposes. 
Minnesota Power & Light Co. (3/7) 

Jan. 28 filed $4,000,000 first mortgage bonds, due 1979. 
Underwriters—Names to be determined through com- 
petitive bidding. Probable bidders: Shields & Co.; The 
First Boston Corp.; Halsey, Stuart & Co. Inc.; Lehman 
Brothers; Kidder, Peabody & Co.; Glore, Forgan & Co.; 
Harriman Ripley & Co.; Otis & Co. Proceeds—For con- 
struction or to pay off short-term bank borrowings. 
Expected about March 7. 


Mississippi Chemical Corp., Jackson, Miss. 
Jan. 3 filed 1,200,000 shares common stock (par $5). No 
underwriting. Offering—-Of the total 660,000 shares are 
subject to delivery under the stock subscriptions now ex- 
istent. Price—$5 per share. Proceeds — To construct 
ammonia plant. 

Monarch Machine Tool Co. 

Sept. 13 filed 26,000 shares of common stock (no par). 
Underwriters—F. Eberstadt & Co., Inc. and Prescott, 
Hawley, Shepard & Co., Inc. Proceeds—Stock being sold 
by certain stockholders. Offering indefinitely postponed, 


Montgomery Chiropractic Hospital, Inc., 
Norristown, Pa. (2 28) 
Jan. 31 (letter of notification) 90,000 shares of common 
stock (par $1), of which 70,000 will be offered in behalf 
of the company and 20,000 shares on behalf of others. 
Price—$2.50 per share. Underwriter—Buckley Securi- 
ties Corp., Philadelphia. Improvements, equipment, 
working capital. Expected March 28. 
® Moore-Handley Hardware Co., Inc., 
Birmingham, Ala. 

Feb. 18 filed 44,825 shares of common stock (par $1) 
which company plans to buy back from Equitable Se- 
curities Corp., Union Securities Corp., Selected Indus- 
tries Inc. and Tri-Continental Corp. for resale to its 
directors, officers and employees and members of their 
immediate tamilies. Underwriting—None. 
@® Murphy Chair Co., Owensboro, Ky. 
Feb. 14 (letter of notification) 1,000 shares of common. 
Price—$1.125 per share. Underwriter—J. J. B. Hilliard 
& Son. 

National Battery Co. 
July 14 filed 65,000 shares ($50 par) convertible pre- 
ferred stock. Price and dividend, by amendment. Un- 
derwriters—Goldman, Sachs & Co., New York: Piper 
Jaffray & Hopwood, Minneapolis. Proceeds—To retire 
$3,000,000 of bank loans and general corporate purposes 
Temporarily deierred. 
@® New Engiand Tel. & Telegraph Co. (3/23) 
Feb. 18 filed $35,000,000 25-vear debentures. Underwrit- 
ers—Names to be determined through competitive bid- 
ding. Probable bidders: Morgan Stanley & Co: Halsey, 
Stuart & Co. Inc. Proceeds—To redeem on June 1, 1949, 
at their principal amount $35,000,000 first mortgage 35- 
year 5% bonds, series A, due June 1, 1952. Expected 
about March 23. 

New York State Electric & Gas Corp. (3,11) 
Feb. 11 filed 880,000 shares ($25 par) common stock 
held by General Public Utilities Corp., parent. Offering 
—Shares will be offered to stockholders of G.P.U, at the 
rate of one share for each 10 shares of G.P.U. common 
held. Underwriters——A fee is to be paid by G.P.U. to par- 
ticipating dealers who have been instrumental in obtain- 
ing subscriptions. The First Boston Corp.; Lehman Bro- 
thers; Wertheim & Co. and Merrill Lynch, Pierce, Fenner 
& Beane, will act as dealer managers. Expected Mar. 11. 

Northern States Power Co. (Wis.) (3/1) 
Jan. 28 filed $10,000,000 first mortgage bonds, due 1979. 
Underwriters—Names to be determined through com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Kidder, Peabody & Co. and White, Weld & Co. 
(jointly); Glore, Forgan & Co.; The First Boston Corp.; 
Blyth & Co., Inc.; Lehman Brothers and Riter & Co. 
(jointly); Harris, Hall & Co. (Inc.); Merrill Lynch, 
Pierce, Fenner & Beane; Harriman, Ripley & Co..and 
Union Securities Corp. (jointly). Proceeds—For con- 
struction or to pay off temporary borrowings. Bids— 
Bids for the purchase of the bonds will be received by 
company at Room 1100, 231 South La Salle Street, Chi- 
cago, up to 10:30 a.m. (CST) March 1. 


Pacific Gas & Electric Co. 





Jan. 28 filed 754,038 shares of common stock (par $25). ° 


Offering—Offered at par to stockholders of record 
Feb. 25 at the rate of one new share for each 10 shares 
held. Rights exnire April 8. Underwriting—None. Pro- 
ceeds—For extensions, additions, etc. 

Pepsi-Cola Bottling Co. of Wash., D. C. (3/1) 
Dec. 21 (letter of notification) 31,500 shares (10¢€ par) 
common stock to be sold to public at $3 per share; 
40,000 shares to be offered to trade accounts; 27,500 
shares to be offered on behalf of a stockholder at $3 
per share and 10,000 options at 1¢ per share. Under- 
writer—Willis E. Burnside & Co., Inc., New York. For 
working capital and payment of taxes. Expected about 
March 1, 

Playboy Motor Car Corp., Tonawanda, N. Y. 
Dec. 29 filed 1,000,000 shares of class A 20-cent prefer- 
ential dividend series ($3 par) common stock and 1,000,- 
000 shares of class B (5¢ par) com. stock. Offering—To 
be offered in units of one share each, Underwriting— 
By amendment. Proceeds—For purchase of equipment 
and working capital. 

Renaissance Films Distribution, Inc., 

Montreal, Que. 
Oct. 29 filed 40,000 shares (par $25) 5% cumulative 
convertible class B preferred stock and 10.000 shares of 
C stock (no par). Underwriting—None. Offering—Class 
B preferred will be offered at $25 per share with one 
share of class C given as a bonus with each 4 shares of 





class B purchased. Preceeds—To pay balance of current 
liabilities and working capital. 

@® Rheem Manufacturing Co., South Gate, Calif. 
Feb. 11 (letter of notification) 2,000 shares ($1 par) 
common to be sold for account of R. S. Rheem. Price— 
$20 per share. Blyth & Co., Inc., will act as broker, 


Robinson Plywood & Timber Co., Everett, 
Washington 

Nov. 17 filed 271,025 shares ($1 par) common stock, of 
which 105,000 shares are to be offered by company, and 
166,025 shares by 15 selling stockholders. Underwriter— 
Blyth & Co., Inc. Proeeeds—To company from the sale 
of the 105,000 shares will be added to working capital, 
except about $275,000 may be advanced to a new sub- 
sidiary to be used by it in making part payment of the 
option purchase price of one-half of the stock of Conifer 
Timber Co., Fortson, Wash. Indefinitely postponed. 

Rockland Light & Power Co. (2/25) 
Dec. 30 filed $7,500,000 first mortgage bonds, series C, 
due 1978. Underwriting—Issue awarded Feb. 23 to Hal- 
sey, Stuart & Co. Inc. on bid of 100.58 as 3'ss. Proceeds 
—— For construction and the retirement of bank borrow- 
ings. Offering expected Feb. 25 at 10234. 

St. Anthony Mines Ltd., Toronto, Can. 
Aug. 6 filed 1,088,843 common shares (par $1). Price, 
40 cents per share. Underwriter—Old Colony Securities 
Ltd. of Toronto. Proceeds for gold mining operations, 


_@ Saranac Mining Co., Inc., Spokane, Wash. 


Feb. 15 (letter of notiiication) 75,000 shares of common 

stock. Price—20 cents per share. No underwriter. Fo: 

development of mining property and operating expenses 

of mine and mill. 

% Southern States Iron Roofing Co., Savannah, 
Georgia 

Feb. 21 filed 39,000 shares (Sl par) Common stock, to be 

sold at $10 per share on behalf of three stockholders 

Underwriting—None. 

Southern Union Gas Co., Dallas, Tex. 

Dec. 16 filed 107,430 shares ($1 par) common stock. 
Offering-—To be made to holders of outstanding stock of 
record Jan. 3, on basis of one new share for each 10 
shares held, plus the privilege of subscribing for addi- 
tional shares not purchased by other stockholders. Price 
—$12.50 per share. Underwriting—None. Proceeds— 
For construction and betterments. 

Southwestern Public Service Co. (2/25) 
Feb. 3 filed 112,486 shares of common stock (par $1) 
Offering——Oflered to stockholders of record Feb. 23 at 
the rate of one new share for each 11 shares held. Rights 
expire March 8. Underwriter—Dillon, Read & Co. Ini 
will head a group to purchase the unsubscribed shares. 
Proceeds—For construction and to repay bank loans. 

Standard-Thompson Corp., Dayton, O. 

Feb. 11 (letter of notification) 31,000 shares ($1 par) 
common, to be offered at market on behalf of Reginald 
N. Webster and Lillian M. Webster through Carreau & 
Co., New York. 

TG & Y Stores Co., Oklahoma City, Okla. 

Jan. 19 (letter of notification) 15,000 shares ($20 par) 
514% preferred stock, series A. Price—Par. Underwriter 
—R. J. Edwards, Inc., Oklahoma City, is the stock broker 
handling the sale. To pay part of a long term bank loan 
and to increase working capital. 

Taylor Food Co., Raleigh, N. C. 

Dec. 17 (letter of notification) 17,000 shares ($1 par) 
common stock, of which 7,000 shares would be sold at 
$1.1215 and 10,000 shares at $1 per share. Underwriter— 
Griffin & Vaden, Inc., Raleigh, N. C. For additional 
working capital. 

Tiffin Art Metal Co., Tiffin, O. 

Feb. 8 (letter of notification) $200,000 15-year 412° 
sinking fund debentures, due Feb. 1, 1964. Underwriter 
—The Ohio Co., Columbus, Ohio. To construct ware- 
house, pay off bank loans and provide additional work- 
ing capital. 

Transcontinental & Western Air, Inc. (3/8) 
Jan. 28 filed 404,112 shs. ($5 par) com. stock. Oftering— 
Offered stockholders of record Feb. 16 at rate of 
one-fifth new share for each share held. Hughes Tool Co, 
(owner of 74% of outstanding shares) will exercise sub- 
scription rights to purchase 297,304 shares. Rights wil! 
expire March 7. Underwriter—Merrill Lynch, Pierce 
Fenner & Beane will head a group of underwriters pur- 
chasing any unsubscribed shares of remaining 106,808 
shares not taken by stockholders. Proceeds—For gen- 
eral funds. 

Mrs. Tucker’s Fcods, Inc., Sherman, Texas 
Nov. 26 filed 200,000 shares of common stock (par $2.50) 
of which 80,000 will be sold by the company and 120,000 
shares by certain stockholders. Underwriter—Rauscher, 
Pierce & Co., Inc., Dallas, Texas. Proceeds—For general 
corporate purposes. 
® U.S. Oil & Development Corp., Denver, Colo. 
Feb. 15 (letter of notification) 285,714 shares (10c par) 
common. Price—17!» cents per share, for the benefit 
of certain holders. No underwriter. 

United Utilities & Specialty Corp. 

Oct. 15 (by amendment) 125,000 shares of common stock 
(par $1) and 33,000 stock purchase warrants (to be sold 
to underwriter at 10 cents each). Underwriters—George 
R. Cooley & Co., Inc., Albany, N. Y., and others to ba 
named by amendment. Price, market. Proceeds—To 
repay bank loans, working capital, etc. 
Upper Peninsula Power Co. 

Sept. 28 filed 200,000 shares of common stock (par $9). 
Underwriters — Names to be determined through com- 
petitive bidding. Probable bidders include Kidder, Pea- 
body & Co., Merrill Lynch, Pierce, Fenner & Beane and 
Paine. Webber, Jackson & Curtis (jointly). Proceeds— 
Will go to selling stockholders. Consolidated Electric & 
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Gas Co. and Middle West Corp. will sell 120,000 shares 
and 34,000 shares, respectively; Copper Range Co., 34,000 
shares arid several individual owners 11,200 shares. 

@ Utah-Vernal Oil Co., Inc., Salt Lake City, Utah 
Feb. 14 (letter of notification) 1,500,000 shares of com- 
mon. Price—10 cents per share. No underwriter. To 
explore and drill for oil and gas. 

s Veterans’ Development Co., Alexandria, Va. 
Feb. 10 (letter of notification) common stock amounting 
to $16,000 .o be given in exchange for equities in lots. 
No underwi ‘ters. For land to be used in development of 
housing proj, >ct. 

Waltha.'! Natural Gas Co., Inc., Tylertown, 

Mis cissippi 
Feb. 4 (letter of notification) 6,500 shares ($25 par) 5% 
preferred ind 26,000 shares ($1 par) common. To be 
offered in units of one preferred and two common at 
$30 per uit. Underwriter—T. J. Feibleman & Co., New 
Orleans, l.a. To construct gas line and natural gas 
system; fc: working capital and contingencies. 

West indies Sugar Corp., New York 
Feb. 14 fil+d 74,880 shares ($1 par) common stock. Of- 
fering——To »e offered in exchange for 16,000 shares ($100 
par) com on stock of Compania Azucarera Boca Chica, 
C or A. Underwriting—None. 

West Penn Power Co., Pittsburgh, Pa. (3/8) 
Feb. 11 filed $10,000,000 30-year first mortgage bonds, 
series N, 50,000 shares of preferred stock, series C ($100 
par), and 70,000 shares (no par) common. Underwriters 
—Bonds and preferred to be sold at competitive bidding. 
Probable bidders: Halsey, Stuart & Co Inc. (bonds only); 


-Kidder, Peabody & Co.; Lehman Brothers; The First Bos- 


ton Corp.; W. C. Langley & Co.; Smith, Barney & Co.; 
Harriman Ripley & Co. Common stock will be sold to 
West Penn Electric Co. (parent) and to public holders of 
outstanding common at $28.50 per share. Proceeds—To 
pay off bank loans and to finance construction. Bids for 
bonds and preferred about March 8. : 
Western Oil Fields, Inc., Denver, Colo. 
Jan. 5 (letter of notification) 1,000,000 shares (le par) 
common. Price, 10 cents per share. Underwriter — 
John G. Perry & Co., Inc., Denver, Colo. To drill a well 
and acquire additional properties. 
Wichman Philippine Mindanao Development 
Co., Cebu City, Philippine Islands 
Jan. 5 filed 2,000,000 shares of voting capital stock, one 
centavo par value. Price—25 cents per share (U. S. cur- 
rency). Underwriter—F. T. Andrews & Co. Proceeds— 
To provide funds for plant construction, diamond drill- 
ing, exploration and repayment of loans. 


Wiegand (Edwin L.) Co., Pittsburgh 
Sept. 28 filed 200,000 shares (no par) common stock 
Underwriter—Hemphill, Noyes & Co., New York. Price, 
by amendment. Proceeds—Will go to selling stockhold- 
ers. Offering postponed. 

Wisconsin Electric Power Co., Milwaukee, Wis. 
Feb. 14 filed $10,000,000 first mortgage bonds, due 1979, 
and 266,093 shares ($10 par) common stock. Underwrit- 
ers—Bonds will be sold at competitive bidding. Prob- 
able bidders include Halsey, Stuart & Co. Inc.: Equitable 
Securities Corp.; Lehman Brothers and Salomon Bros. 
& Hutzler (jointly); Merrill Lynch, Pierce, Fenner & 
Beane: Union Securities Corp.; The First Boston Corp.; 
Blyth & Co., Inc.; Glore, Forgan & Co. Stock will be 
offered to existing holders at the rate of one share for 
each 10 shares held, plus additional shares not taken by 
subscription by other stockholders, Lehman Brothers 
and Robert W. Baird & Co. are co-managers of a group 
of dealers which will solicit subscriptions. Proceeds— 
To reimburse the company’s treasury for capital ex- 
penditures. 

Worcester Gas Light Co. (2/28) 
Jan. 26 filed $2,150,000 first mortgage sinking fund bonds, 
series A due 1969, Underwriters—Names to be deter- 
mined through competitive bidding. Probable bidders: 
Halsey. Stuart & Co. Inc.; The First Boston Corp.; Kid- 
der, Peabody & Co. Proceeds — To prepay short-term 
notes. refund 3!5% first mortgage bonds due 1954 and 
pay short-term promissory note. Bids—Bids for pur- 
chase of the bonds will be received by company at 
10 Temple Street, Cambridge, Mass., up to 11:30 a.m. 
(EST) Feb. 28. 


Prospective Offerings 


e Aluminium Co. of America 
April 21 stockholders will vote on increasing authorized 
indebtedness trom $150,000,000 to $200,000,000. 
American Telephone & Telegraph Co. 
Feb. 16 directors voted to recommend that the stockhold- 
ers at their annual meeting April 20 authorize a new 
issue of convertible debentures which would be offered 
pro rata to stockholders. The amount is to be determined 
later but is not to exceed $100 of convertible debentures 
for each six shares of stock held. On the basis of the 
number of shares outstanding at Feb. 15, 1949, the 
amount of the issue would be approximately $391,000,000 
if the maximum offering of $100 of debentures for each 
six shares of stock outstanding is made. 

The new debentures would be dated June 20, 1949. It 
is contemplated that they would bear interest at a rate 
of not more than 3!2%, would mature not later than June 
20. 1964, and would be convertible into A. T. & T. stock 
at a conversion price or prices not exceeding $150 per 
share. 

Arkansas Power & Light Co. 
Feb. 14 company asked SEC for authority to change its 
charter to increase its common stock capital and unse- 
¢ured indebtedness. Company wants to increase its au- 
thorized ($12.50 par) common stock from 2,000,000 to 
3.000.000 shares. The amount of unsecured indebtedness 


which may be issued under the present charter is limited 
to 10% of the sum of secured indebtedness, capital stock 
and surplus. Company would like to eliminate this 10% 
limitation on unsecured indebtedness which would ma- 
ture in more than 10 years. 

Company’s parent, Electric Power & Light Corp., has 
agreed to vote its holdings of 1,780,000 shares of out- 
standing Arkansas common in favor of the proposed 
amendment. If company’s preferred holders, adopt these 
amendments, company plans to sell later this year $4,- 
000,000 of common stock to Electric Power and to market 
publicly about $8,300,000 in long-term debentures. Prob- 
able bidders: White Weld & Co.; The First Boston Corp.; 
Lehman Brothers; Equitable Securities Corp. Proceeds 
would be used for construction. 


@ Armstrong Cork Co. 

April 13 stockholders will vote on approving the author- 
ization of $25,000.000 of indebtedness. Company plans no 
immediate borrowing but wishes to avoid any long 
waiting period should it wish to borrow in the ‘future. 


Bell Telephone Co. of Pa. 
Jan. 3 company filed with the Pennsylvania Utility Com- 
mission an application for authority to issue $25,000,000 
25-year debentures on a competitive basis. Proceeds will 
be applied to the payment of advances from the Ameri- 
can Telephone & Telegraph Co. for expenditures on 
additions and improvements to plant. Probable bidders: 
Morgan Stanley & Co.; Halsey, Stuart & Co. Inc.; The 
First Boston Corp.; White, Wela & Co. and Union Secu- 
rities Corp. (jointly). Registration expected in March 
with offering scheduled for April. 
Cambridge Electric Light Co. 

Jan. 10 The Massachusetts Department of Public Utilities 
authorized company to issue $2,750,000 25-year notes, 
the interest rate to be determined through competitive 
bidding. Proceeds will be used to retire $1,750,000 bank 
notes and to restore replacement funds borrowed to fi- 
nance plant improvements. Probable bidders: Halsey, 
Stuart & Co. Inc.; Harriman Ripley & Co.; The First 
Boston Corp.: Kidder, Peabody & Co.; Otis & Co. 


@® Chesapeake & Ohio Ry. (3/1) 

The company is inviting bids on an issue of $5,150,000 
of equipment-trust certificates to be dated March 15, 
1949, and to mature serially in equal annual instalments 
from March 15, 1950-1959. Bids will be opened at noon 
on March 1. Probable bidders: Halsey, Stuart & Co. 
Inc.: Harriman Ripley & Co. and Lehman Brothers 
(jointly); Harris, Hall & Co. (Inc.); Salomon Bros. & 
Hutzler. 


. Chicago Rock Island & Pacific RR. 
Company will receive bids at its office, Room 1136, La 


Salle St. Station, Chicago, up to 11:30 a.m. (CST) Mar, 15, 


for the purchase o! $2,808,000 equipment trust certifi- 
cates, series C, dated April 1, 1949, due in 24 equal 


semi-annual instalments trom Oct. 1, 1949-April 1, 1961. 


Probable bidders: Halsey, Stuart & Co. Inc., Salomon 
Bros. & Hutzler, Harris, Hall & Co. (Inc.), Harriman 
Ripley & Co. and Lehman Brothers (jointly). 


@® Colorado Fuel & Iron Corp. 

March 25 stockholders will vote on approving an issue 
of a $15,000,000 first mortgage and collateral trust 15- 
year 4% bonds. of which company plans the issuance 
of $12,000,000. Proceeds will be used to refund current 
debt and provide funds ior expansion and improvements. 
Underwriters—Allen & Co., New York. 


Columbia Gas System, Inc. 
Feb 7 it was announced that it is anticipated that subse- 
quent to the sale of $20,000,000 of new debentures, com- 
pany will sell additional securities in order to provide 
the remaining funds required in connection with its 
1949 construction program. 


e Dallas Power & Light Co. 

Company, it is reported, plans the sale in latter part 
of March of $10,000,000 bonds. Probable bidders: Halsey, 
Stuart & Co. Inc., Kidder, Peabody & Co., Blyth & Co., 
Inc. and Merrill Lynch, Pierce, Fenner & Beane 
(jointly); The First Boston Corp.; Equitable Securities 
Corp.: Harriman Ripley & Co.; Union Securities Corp.; 
Lehman Brothers: Salomon Bros. & Hutzler. 


6 Delaware & Hudson RR. Corp. (3 3) 

Bids will be received until noon March 3 at company’s 
otfice, 230 Park Avenue, New York, for the purchase 
from it of $4,800,000 equipment trust certificates dated 
March 1, 1949, due $240,000 semi-annually Sept. 1, 1949- 
March 1, 1959. Probable bidders: Halsey, Stuart & Co. 
Inc., Salomon Bros. & Hutzler, Harriman Ripley & Co. 
and Lehman Brothers (jointly): Harris Hall & Co. (Inc.) 
Date for opening bids expected to be March 3. 


Deiaware Power & Light Co., Wilmington, Del. 
Feb. 9 company advised SEC of a plan to increase the 
authorized preferred stock from 100,000 to 200,000 shares 
and to increase the amount of unsecured debt by $10,- 
000,000. Proceeds of these issues would be used for plant 
construction. Probable bidders: Halsey, Stuart & Co, Inc. 
(bonds only): The First Boston Corp. and Blyth & Co. 
(jointly); Lehman Brothers; W. C. Langley & Co. (pre- 
ferred only); White Weld & Co. and Shields & Co. 
(jointly ). 

Detroit Edison Co. 

March 15 stockholders will vote on increasing the author- 
ized capital stock from 10,000,000 to 15,000,000 shares 
(par $20). This authority is requested by the manage- 
ment in order that company may have available for issue 
not only enough stock for the probable conversion into 
capital stock of the recent issue of $46,641,400 of deben- 
tures, but also that it may have stock available for sale, 
if necessary, to carry on the $150,000,000 plant expansion 
program. Company expects to rely on capital stock and 
bond financing for its near-term capital requirements 
and has no plans for issuing preferred stock, 





Florida Power Corp. 

The stockholders at their annual meeting March 31 
will consider proposed amendments to the certificate of 
reincorporation to provide for increasing the authorized 
preferred stock from 80,000 to 120,000 shares; increasing 
the authorized common stock from 1,210,000 to 1.600.000 
shares and restricting the issuance of additional in- 
debtedness maturing more than 12 months, or additional 
shares of preferred stock unless after such issuance the 
aggregate amount thereof shall be less than 75% of the 
total capitalization. Traditional underwriters of stocks: 
Kidder, Peabody & Co.; Merrill Lynch, Pierce, Fenner & 
Beane. 

Foote Mineral Co. 
March 29 stockholders will vote on increasing author- 
ized common stock from 25,000 shares to 100,000 shares, 
par $2.50. Disposition of additional shares not decided 
upon. No financing said to be imminent. Traditional 
underwriter: Estabrook & Co. 


Gulf Power Co., Pensacola, Fla. 
Feb. 7 it was announced that in addition to the $2,500.- 
000 30-year first mortgage bonds which the company 
proposes to sell through competitive bidding, it is ex- 
pected that an additional $1,000,000 of bonds will be is- 
sued and sold betore the end of 1950 to meet the full 
amount of the cstimated expenditures in connection with 
the 1949-1950 construction program. 

Gulf States Utilities Co. 
Jan. 14 reported company expects to raise additional new 
money through sale of from $6,000,000 to $7,000,000 in 
new mortgage bonds, Probable bidders: Halsey, Stuart. 
& Co. Inc.; Salomon Bros. & Hutzler and Union Secu- 
rities Corp. (jointly); Leiman Brothers; Merrill Lynch, 
Pierce, Fenner & Beane and White, Weld & Co. (jointly); 
Stone & Webster Securities Corp. 

Illinois Central RR. 
Jan. 28 reported company planning sale of $6,800,000 
equipment trust ctfs. in March. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Harriman Ripley & Co. and Leh- 
man Brothers (jointly); Harris Hall & Co. (Inc.); The 
First Boston Corp.; Salomon Bros. & Hutzler. 
@ Jones & Laughlin Steel Corp. 
April 26 stockholders will vote on increasing authorized 
indebtedness so that company may borrow up to $150,- 
000,000. At same meeting stockholders will vote on in- 
creasing authorized common stock from 2,500,000 shares 
to 3,500,000 shares. 

Kansas Power & Light Co. 
Feb. 15 reported banking groups are being formed to bid 
for a probable offering by company of $10,000,000 in new 
money bonds. Offering expected late in March or early 
in April. xroups likely to compete include: Halsey, 
Stuart & Co. Inc.; White, Weld & Co.; Glore, Forgan & 
Co.; Equitable Securities Corp.: Blyth & Co., Ine.: Union 
Securities Corp.: The First Boston Corp. 

Madison Gas & Electric Co. 
New financing will be necessary to provide funds for 
contemplated plant additions aggregating about $3,000,- 
000, according to the annual report, but the form and 
amount of the financing have not yet been determined. 
Of said amount, approximately $1,900,000 will be spent 
in 1948 and the remainder in 1949, Probable bidders for 
common stock will include Otis & Co. 


Michigan Consolidated Gas Co. 

Feb. 1 reported company is planning sale of $14,006,000 
in new bonds and $7,000,000 in preferred stock. Probable 
bidders: White, Weld & Co. and Salomon Bros. & Hutz- 
ler (jointly); Glore, Forgan & Co. and W. C. Langley & 
Co. (jointly); Lehman Bros.; Harris, Hall & Co. (Ine.); 
Halsey, Stuart & Co. Inc. (bonds only); Harriman Rip- 
ley & Co., Inc.; Dillon, Read & Co.; First Boston Corp. 


@®  Missouri-Kansas-Texas RR. (3/8) 
Feb. 15 company asked ICC for authority to issue $2,550,- 
000 equipment trust certificates, second series of 1949, 
to be dated April 1, 1949 and maturing semi-annually 
Oct. 1. 1949, April 1, 1964. Probable bidders: Halsey, 
Stuart & Co. Inc.: Salomon Bros. & Hutzler: Harriman 
Ripley & Co. and Lehman Brothers (jointly); Herris, 
Hall & Co. (Inc.). Bids will be opened March 8. 
@ New York Central RR. (3/2) 
The company has asked ICC authority to issue $12,390,- 
(O00 equipment trust certificates. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; The First Boston Corp.; Harriman 
Ripley & Co. and Lehman Brothers (jointly): Salomon 
bros. & Hutzler. Bids for the purchase of the certificates 
will be received up to March 2. 

Northern Pacific Railway (2/24) 
Company has issued invitations for bids to be received 
before noon (EST) Feb. 24 for $6,000,000 equipment 
trust certificates, to be dated March 15, 1949, and to ma- 
tures in 15 equal annual instalments from March 15, 
1950, to March 15, 1964. Probable bidders: Halsey, 
Stuart & Co. Inc.; Harriman Ripley & Co. and Lehman 
Brothers (jointly); Salomon Bros. & Hutzler; Harris, 
Hall & Co. (Inc.); Kidder, Peabody & Co.; Lee Higgin- 
son Corp. 
@® Northern States Power Co. (Minn.) 
Feb. 21 Standard Gas & Electric Co. plans to offer its 
holding of 364,684 (no par) common shares of Northern 
States for sale through competitive bidding. Probable 
bidders: Otis & Co., Lehman Brothers and Riter & Co. 
(jointly): The First Boston Corp.; Smith, Barney & Co.; 
Stone & Webster Securities Corp.; Merrill Lynch, Pierce, 
Fenner & Beane. 

Ohio Public Service Co. (3/15) 
The company Feb. 11 asked the SEC for permission to 
sell an additional 361,840 shares of common stock and 
$10,000,000 of 30-year first mortgage bonds. Company’s 
parent, Cities Service Co., has also applied to the com- 
mission for authority to sell 638,160 shares of its Ohio 
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Public Service common of which it owns all outstanding 
shares of 2,638,160. Following approval of the SEC, the 
common stock and bond offerings would be registered 
for sale by Ohio Public Service. Underwriters would be 
invited to submit bids on both the stock and bonds to 
be offered. Probable bidders: Halsey, Stuart & Co. Inc. 
(bonds only); Blyth & Co., Ine. (both); Merrill Lynch, 
Pierce, Fenner & Beane and Kidder Peabody & Co. 
(jointly on stock); Otis & Co. (bonds); Salomon Bros. 
& Hutzler (bonds); Lehman Brothers (bonds). Expected 
March 15. 

Pacific Lighting Corp. 
Feb. 12 reported company plans sale of 100,000 shares 
new preferred stock (par $100). Blyth & Co., Inc. will 
probably be underwriter. 

Pacific Telep1one & Telegraph Co. 
Feb. 9 company was granted authorization by the Cali- 
fornia PUC to issue 828,920 shares ($100 par) common 
for sale to present shareholders. The company intends to 
offer the new stock in the ratio of one new share for 
each five of common or preferred. Proceeds of the 
financing will be used to repay bank loans and provide 
for construction 
@® Pittsburgh Consolidation Coal Co. 
April 20 stocknolders will vote on increasing authorized 
indebtedness frem $20,000,000 to $50,000,000. No bond 
issue or other similar indebtedness is planned at present 
time. 


@ Public Service Electric & Gas Co. 

Feb. 18 reported company has revised its plans and is 
ready to enter the market in July for $75,000,000 o! 
bond financing. The purpose of the issue would be to 
refund subsidiary aebt and to reimburse the company’s 





struction program. Later in the year company is ex- 
pected tc enter the market again for funds for its cur- 
rent construction program, which calls for expenditures 
of $50,000,000 in 1949. Further expansion is scheduled 
for 1950 and 1951, and company probably will be in the 
market for funds once or twice a year for the next two 
years, it is said. Probable bidders: Halsey, Stuart & 
Co. Inc., Morgan Stanley & Co., Kuhn, Loeb & Co. and 
Lehman Brothers (jointly); The First Boston Corp. 

® South Carolina Electric & Gas Co. 

March 12 stockholders will vote’ on increasing authorized 
common stock from 2,021,460 shares to 3,021,460 shares. 
It is planned to offer common stockholders this spring 
additional shares of common stock in an amount suf- 
ficient to net approximately $2,000,000. Proceeds for 
construction purposes. 

@® South Carolina Power Co. 

Feb. 23 company proposes to offer for sale $4,000,000 of 
The net proceeds will be used to pay part of the 
May be placed privately. 


bonds. 
1949 construction program. 


Southern Ry. (3 9) 
3ids for the purchase of $11,850,000 equipment trust cer- 
tificates will be received March 9. Probable bidders: 
Halsey, Stuart & Co. Inc.; Harriman Ripley & Co. and 
Lehman Brothers (jointly); The First Boston Corp.; 
Salomon Bros. & Hutzler. 


Staten Island Edison Corp. (3/10-24) 
Jan. 28 New York P. S. Commission authorized corpora- 
tion to issue $2,750,000 30-year first mortgage bonds and 
£4,000,000 in new preferred stock. Proceeds from the 
bonds would retire the company’s short-term indebted- 
ness and provide funds required for expansion. Proceeds 
{rom preferred stock would be used by company to carry 
cut its plan of recapitalization. Probable bidders on 





Harriman Ripley & Co.; Kidder, Peabody & Co.; Otis 
& Co. On preferred: W. C. Langley & Co.; Kidder, Pea- 
body & Co.; Stone & Webster Securities Corp. and 
White, Weld & Co. (jointly); Lehman Brothers: The 
First Boston Corp. Bids on bonds are to be received by 
March 10 and on the preferred stock by March 24. 
Utah Power & Light Co. 
Jan, 21 reported company is expected to sell $3,000,000 
bonds in April to finance its plant expansion. Probable 
bidders: Lehman Brothers and Bear, Stearns & Co. 
(jointly); Halsey, Stuart & Co. Inc.; White, Weld & Co.: 
Harriman Ripley & Co., Inc.; Salomon Bros. & Hutzler: 
The First Boston Corp.; Blyth & Co., Inc.: Otis & Co. 
Company is expected to raise new money through sale, 
probably in May, of 148,000 additional shares of common 
stock. The stock will first be offered for subscription py 
present stockholders. Probable bidders: The First Bosto1 
Corp.; Kidder, Peabody & Co. and Merrill Lynch, Pierce 
Fenner & Beane (jointly); Harriman Ripley & Co. 
® Vacuum Foods Corp. 
Feb. 9 stockholders authorized issuance of not to exceed 
$2,000,000 of funded debt (to be placed privately) and 
an increase in the authorized common stock by 110,000 
shares, the latter to be sold at not less than $10 per 
share. Net proceeds are to be used to retire $1,100,000 
demand notes held by Orange Concentrates Associates, 
Inc. and tor plant expansion and working capital, 
® Virginia Electric & Power Co. 
Feb. 18 directors approved plans for sale of $20,000,000 
Ist & ref. mtge. bonds. Competitive bidding is expected 
around June 1. Probable bidders: White Weld & Co.: 
Union Securities Corp., and Kuhn, Loeb & Co. (jointly); 
Stone & Websier Securities Corp.: Halsey. Stuart & Co. 
Inc.; Salomon Bros. & Hutzler; Merrill Lynch, Pierce, 
Fenner & Beane and Hallgarten & Co. (jointly): Glore, 








treasury for advances in connection with its huge con- 


bonds: 


“ 


Halsey, Stuart & Co. Inc.; The First Boston Corp.; 


Forgan & Co. and W. 


C. Langley & Co 


(jointly). 





No Basic Reason for Depression 


(Continued from page 6) 


major question at this time is 
“Has another ‘buying period’ de- 
veloped, when firm orders must 
be placed to assure adequate de- 
liveries?” 

So much for today’s outlook in 
the basic field of durable goods. 


Consuimer Market 

What about the consumer mar- 
ket? 

Unquestionably, we all face a 
so-called ‘buyers’ market,’ as 
contrasted with that quaint, some- 
what fantastic period when we 
were doing people favors to sell 
them what we made. But as one 
sales executive said the other day, 
what the devil is a buyers’ rnarket 
except a “salesman’s market’? 
When things won't move them- 
selves into consumers’ hands, the 
market calls for salesmen. 

We are running the risk of con- 
fusing a return to competitive 
markets with a drying up of con- 
sumer needs. Because a man can 
now choose which trailer he 
wants, is no reason to think he 
doesn’t want any at all. 

Remember, these basic condi- 
tions exist, and none of them 
make for a depression despite re- 
cent drops: Farm income, by vir- 
tue of the subsidy program, will 
continue at a very high level, 
compared to any but the peak war 
years; new building construction 
continues, with millions of homes 
urgently needed; the employment 
and wage levels can take exten- 
sive drops before they begin to 
approach prewar levels; ECA ex- 
penditures are in the billions and 
will continue; the government has 
outlined increased social security 
payments, public works, and other 
programs that entail spending 
many more billions. Moreover, 
liquid savings, in the hands of in- 
dividuals are today very large and 
at latest reports still rising. 

In short, people have the dough; 
the market is there; but because 
buyers can make a choice, and in 
some cases are not standing in 
the line of the company who 
charges too much or has failed to 
keep up with styling or for some 
other reason, those firms are cry- 
ing—with reason. The least effi- 
cient, the least energetic, the least 
successful salesman, is hurting, 
and will hurt. 

But for any business soundly 
run, whose products meet a need, 
and are therefore saleable, the 
present and immediate future 
should be reasonably good. 

It is easy to be a Calamity Jane; 
likewise only the foolish take a 





rosy view of anything and every- 
thing. But a few minutes’ reflec- 
tion on basic economic conditions 
in this country today should con- 
vince any businessman that we 
don’t by a long shot, have the 
makings necessarily meaning a 
crash, 

Only widespread panic could do 
that — and when you mentioi: 
panic, people quickly remember 
1929 and the stock market. Could 
this happen again? Nothing is 
impossible, they say, so I suppose 
it could. But it is far from likely. 

Do you know that, based on 
present-day stock prices, Ameri- 
can Industry is’ theoretically 


worth more dead than _ alive? 
Stock prices are so uninflated, 
that if evry company on the 


stock exchange could conceivably 
be liquidated, investors would get 
more for their shares than they 
are selling for! America’s corpo- 
rations have more cash on hand. 
more value in plants and real 
property, than their shares are 
selling for. As a matter of fact, a 
number of first-rate companies 
have more cash reserves than the 
total selling price of their stock! 

Under these unique conditions, 
no market panic is remotely like- 
ly. Sure, the market could go 
down further if people get craz- 
ily pessimistic. But it could really 
start a sound rise when the fear- 
ful are outnumbered by those who 
think our economy is far from be- 
ing a dead horse. 

Without a crystal ball, I feel 
safe in predicting: no stock mar- 
ket panic is in the cards, to be the 
villain this time as it was in ’29. 

To sum up: Yes, the weak sis- 
ters of every business face a bad 
time; the gravy boys “have had 
it.’ Nervous Nellies, fear, tim- 
idity could turn this readjust- 
ment into a rout. But I don’t for 
an instant think it will. We'll all 
be too darn busy figuring out 
ways to produce better, at less 
cost. and to figure cut ways to sell, 
to find time to talk ourselves into 
a severe depression. 

Certainly, there will be downs 
in business as well as ups. There 
“ain’t no such animal” as _ nor- 
malcy. “If, as and when” we head 
deeper into this readjustment, the 
curves will show a dip—but that 
dip needn’t be disaster. Rather, it 
will be—it is—a challenge to the 
stuff in American businessmen 
that propeiled them into business 
in the first place; energy, drive, 
know-how. 

Be of good cheer—but 
your salesmen—sharp! 


keep 
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Underwriters apparently have 
a rip-snorting ‘‘Who-Dunit” on 
their hands at the moment. Least- 
wise many of them profess be- 
wilderment at the behavior o! 
what some of their number term 
the “bureaucrats ’-—that is, the, 
rank and file of portfolio buyers 
for institutional investors. 

The bankers cannot under- 
stand, they say, why it is viriu- 
ally impossible to sell an issue 
like Consolidated Edison Co.’s 
recent $50,000,009 of new first 
and refunding 3s one day on a 
2.88% yield basis, only to find 
the offering cleaned up within 
two or three basis points almost 
immediately upon dissolution of 
the syndicate agreement. 

Who, they ask, is so good, either 
individually or collectively, that 
they can decide upon a yield basis 
.01% or thereabouts above the of- 
fering level as the “right” price? 

The Consolidated Edison is- 
sue was brought out on a 2.88% 
basis and lagged miserably for 
more than a fortnight. With 
some £40,000,000 remaining un- 
sold, the sponsoring group de- 
cided to turn the issue “free” 
and there was a sudden rush to 
take up the bonds. 


Substantial 


blocks were re- 
ported to have been taken on 
about a 2.91% basis, but imme- 
diately the issue snapped back to 
witnin a small traction of the of- 
fering price of 102.399 or to about 
a 2.89% basis. 
Duke Power 2%xs 

Participants in the group mar- | 
keting the Duke Power Co.’s new 
30-year 2%%s were none-too-happy 
about the outlook immediately 
following the award of that issue 
and announced plans for reoffer- | 
ing on a 2.81% basis. 

But quite evidently the 
“cleaning up” of the Consoli- 
dated Edison financing provided 
the badly needed ‘“shot-in-the- 
arm” for this undertaking, even 
though the so-called “‘big-five” 
again was reported conspicuous 
by its absence. 

The managers’ portion went out 
quickly and current reports are 


| with 
ing of $6,000,000 today (Feb. 24). | 


that while some of the bonds are 
still around at the’ issue price 
the unsold balance in dealers’ 
hands is relatively small. 


American Telephone & Telegraph 
Plans 
From current indications those 
who believed American Tele- 
phone & Telegraph Co.’s next big 
issue would be set up in a man- 
ner to attract possible institu- 
tional interest were not far off 
in their observations. 
Announced plans call for a 
possible $391,000,000 of new 15- 


year convertible debentures 
with a prospective interest rate 
as high as 3.5%. The _ issue 


naturally would be offered first 
to stockholders under their pre- 
emptive rights. 

But the maturity and the pros- 
pective coupon certainly 
that any unsubscribed 
might readily find lodging 
large-scale investors. 


Thin Fare Ahead 

Indications are that investment 
bankers and dealers will 
ample opportunity 
next fortnight or so to work on 
the job of cleaning up the tag- 
ends of recent issues. 

The accumulation is most 
pronounced, of course, in the 
municipal field with the so- 
called “Blue List,” showing 
rather substantial amounts still 
on dealers’ shelves. 

The corporate roster reveals an 
almost complete absence of any 
thing in the way of substantial 
potential new issues for a_ spell 
ahead, although there is always 
the possibility that some of the 
stock deals long on the fire may 
come to life. New England Tele- 
phone & Telegraph’s $35,000,000 
of new debentures is the next 
real prospect. 


balance 
with 


Railroad Equipments 

Railroads are _ fulfilling the 

year’s early predictions that the 
carriers would be in the market 
en a liberal scale for new equip- 
ment money. 

This end of the investment 
business has maintained a lively 
pace and while the run-of-the- 
mill issues have been of small 
dimensions, the over-all total is 
none the less imposing, par 
ticularly in these quiet times. 


issues totaling $45,- 
been announced. 
Pacific’s 


Six trust 
458,000 have 
Northern borrow- 
Other scheduled {issues include 
$12,300,000 by New York Central; 
$11,850,000 by Southern Railway; 


$5,150,000 by Chesapeake & Ohio: 


indicate 


have 
during the 


Railway; $4,800,000 by Delaware 
& Hudson RR. Corp.: $2,550,000 
by Missouri-Kansas-Texas and 
$2,808,000 by Chicago, Rock Island 
& Pacific. The Chesapeake & Ohio 


borrowing has been posted for 
March 1 and the Southern Rail- 
way’s for March 9 
ES 
With Revel Miller & Co. 
pecial to THE Frinancrat CHrentcre) 
LOS ANGELES, CAL.IF.—Pat- 


rick T. Thompso. has been added 
to the staff of Revel Miller & Co.. 
650 South Spring Street. 


With Chas. E. Bailey & Co. 


DETROIT, MICH.—James W. 
Crudington has been added to the 
staff of Charles E. Bailey & Coa., 
Pencbscot Building, members of 
the Detroit Steck Exchange. 





IF 


: mer 
With Metropolitan St. Louis 
(Special to THE FIrNaNnciat CHRONICLE) 


Henry H. 
with 
Metropolitan St. Louis Company, 
718 Locust Street. 


Walter V. Raynor Adds 


(Special O THE FINA 
OMAHA, NEB.—John T. Bau- 
mann has been adced to the staff 


as. LOUIS.- MO. 
Eisenbeis is now connected 





CHRONICLE) 


of Walter V. Raynor Co., First 
National Bank Building. 
NR MR a 
T. A. Jahn in NYC 
(Special to THE FINnany CHRONICLE) 
T. A. Jahn is engaging in a se- 
curities business trom offices at 


ll Wall Street, New 


York City. 
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Tellier Go. Cffering 
Trad Television Slock | 


Tellicr & Co. is offering today, 
as a speculation, an issue of 
1,20U,0UU shares of common stock 
of Trad Television Corp., a Dela- 
Ware corporation, formed to 
manufacture projection television 
receivers. The stock is priced to 
the public at 25 cents a share. 

Proceeds of the offering are to 
be used by the company for or- 
ganizational expenses, for the 
purchase of component parts for 
the manufacture of television sets, 
and for working capital. 

Trad Television Corp. intends 
to manufacture and sell projec- 
tion television receivers designed 
primarily for use in hotels, res- 
taurants, homes, clubs, schools 
and colleges, hospitals, churches, 
in military recreational and edu- 
cational programs and_ theatre 
lobbies. 

The set the corporation intends 
to market will have a three-by- 
four foot screen and will be con- 
trolled by a remote control unit 
enabling the quality of the picture 
to be judged, while tuning, from 
the distance at which it is in- 
tended to be viewed. The set will 
also differ from all sets presently 


on the market, the prospectus 
states, in that it will contain six 
separate and distinct units con- 


nected in each instance by a plug. 
This will enable repairmen to re- 
place quickly any particular unit 
which needs servicing, thereby 
cutting down on the time tke set 
is out of operation. 

The set the result of a two- 
year development program which 


is 


involved the installation of fifty 
experimental sets in public gath- 
ering places throughout the 
United States. 

FINANCIAL NOTICE 
MIDLAND VALLEY RAIL- 
ROAD COMPANY 
In I \ , ( ) ’ 
ADJUSTMENT MORTGAGE BONDS 

xs ) P 
F« i! ’ 
t ind € n 
y d D mit 148 
t! Mi g e! A B 
pa Al { yavab 
O ) ( Sec 4 of 
Sup i Ap 19 
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Fin h I pa 
am f¢ pe irrendered 
SERIES “A” BONDS 
( N 1—April 1, 1949—$20. or 
0 and §$l1( on $500 Bond 
C po N« 12—October 1949 $5. on 
$1,000 ind $2.50 on $500 Bond 
IVAN C. FLITCRAFT, 
SECK&easaAn es @ b.c...4.5. ER 





Merriil Lynch Sponsor 
investment Gourse 
For Women in S. F. 


SAN FRANCISCO, CALIF.—An 
eight weeks investment course for 
women in the San Francisco area 
is being started:March 1 by Mer- 
rill Lynch, Pierce, Fenner & 
Beane. according to Resident 
Partner Ferdinand Smith, of the 
firm’s San Francisco office. 

The course will be held each 
Tuesday afternoon from 2:30 to 
3:30 in the Chinese Room of the 
Women’s City Club, 465 Post 
Street. The classes, according to 
Mr. Smith, are free and all in- 
terested women are invited to 
attend. 

Mr. Smith will open the course 
with a discussion of ‘‘Budgeting 
Your Assets.” Among those who 
will conduct classes during the 
course are William Hale, Vice- 
President, American Trust Co., 
Ronald Kaehler, President, San 
Francisco Stock Exchange, Theo- 
dore Seton and David Rowland, 
account executives, Merrill Lynch, 
Pierce, Fenner & Beane, and cor- 


poration, newspaper and_e radio 
executives. 

In discussing the course Mr. 
Smith said, “The ever widening 


ownership of securities by women 
and their growing interest in in- 
vesting has centered attention on 


the need for such a course as we 
are planning. Since women con- 
trol in one form or another over 


DIVIDEND NOTICE 


Beneficial 


Industrial Loan 
Corporation 


DIVIDEND NOTICE 
clared by 


follows: 


} - ] 
Deen dé 


Dividends have 
the Board ol Directors, as 


CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81'/, per share 


$4 Dividend Series of 1948 
$1 per share 
eal Oe 


COMMON STOCK 
$.37!/, per share 


The dividends are payable March 
31, 1949 to stockholders ot record 
at close of business March 15, 
1949, 
PHILIP KAPINAS 
Tredsurer 
ruary 21, 1949 


ATTENTION 
INVESTORS! 


This is your opportunity to invest in a Broadway play... 
a new comedy scheduled for early Spring production. Con- 


sisting of one set and a small 


cast, the production will star 


two Hollywood names in the leading roles. 


The bulk of the $60,000 production budget has been sub- 
scribed. The price of one share is $1,200. Half shares of $600 


each are also available. 


Investors participate in all the net profits of the producing 
company per the Standard Production Contract under the 
Limited Partnership arrangement for stage plays. Investors 
also share (for many years after the Broadway run) in the 


receipts from .. 


British and other foreign production rights 


* Motion picture sale 
* Television rights 
Radio rights 


Summer Stock royalties 


Amateur rights 


Book Publication royalties 


For details address imquiries to Box S 29, Commercial & 
York 8, 


Chronicle, 25 Park Place, New 


Financial 
Nn. Y. 


POL PP —_—_____—__——_——_——_—_— ae 








70% of the tangible wealth of the 
nation and do over 85% of the 
nation’s retail spending it is nec- 
essary they keep abreast of cur- 
rent developments in industrial 
and financial circles. Our course 
is aimed at doing just that. 

“The course we have outlined 
is broad. It covers as many of the 
problems of money and investing 
1s is possible in eight weeks. We 
will explain all kinds of invest- 
ments and, of course, specifically 
security investments. We will en- 
deavor to point out how invested 
money helps promote the growth. 
development and security of the 
people and the nation.” 


DIVIDEND NOTICES 


GEORGE A. FULLER COMPANY 


The Board of Directors declared a quarterly 
dividend of fifteen cents per share on the 
Common Stock, payable March 31 1949 
stockholders of record at the clese of busin 
March 18, 1949 

H. Ss. LOCKWOOD 
February 18, 1949 Secre.ary 
AMERICAN POWER & LIGHT COMPANY 


Two Rector Street, New York, N. Y. 
PREFERRED STOCK DIVIDENDS 


A dividend of $1.50 per share on the Pre- 
ferred Stock ($6) and a dividend of $1.25 per 
hare on the $5 Preferred Stock of American 
Power & Light Company were declared on 
February 23, 1949, for payment April 1, 1949, 


io steckholders of record at the close of busines 


March 8, 1949 


D. W. JACK, Secretary and Trea 





Allied Chemical & Dye Corporation 
61 Broadway, New York 


February 23, 1949 


Allied Chemical & Dye Corporation 
has declared quarterly dividend No, 112 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Sto k of the 
Company, payable March 19, 1949, 
to common stockholders of record at the 
close of business March 5, 1949. 

W. C. KING, Secretary 





INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


590 Madison Ave., New York 22 


The 136th Consecutive 

Quarterly Dividend 
The Board of Directors of this 
this day declared a dividend ot 
payable March 10, 1949, to 


Corporati 
$1.00 pe: 


stockholders of 


recor 1 at the close of business on February 18 
1949. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card Ac 
counting Machines wiil be mailed. 

A. L. WILLIAMS, Treasurer 


January 25, 1949 


FO 8 0 0 0 0 9 0 0 i ee 


INTERNATIONAL SALT 
COMPANY 


DIVIDEND NO. 139 

A dividend of SEVENTY-FIVE 
CENTS a share has been de- 
clared on the capital stock of 
this Company, payable April 1, 
1949, to stockholders of record 
at the close of business on 
March 15, 1949. The stock trans- 
fer books of the Company will 
not be closed. 

HERVEY J. OSBORN, Secretary 

















RovAL TYPEWRITER 
CompPany, Ine. 


A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending April 30, 1949, has been 
declared payable April 15, 1949 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at the close 
of business on April 1, 1949. 

A dividend of 50¢ per share has 
been declared payable April 15, 
1949, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to holders 
of common stock of record at the 





close of business on April 1, 
1949. 
February 23, H. A. _ 
1949 R = Y, Secretary 
RT SBR NN AL 


. | 
Joins Wm. R. Staats Staff | 

SAN FRANCISCO, CALIF. — 
Arthur H. Markwart, Jr., has be- 
come connected with William R. 
Staats Co., 111 Sutter Street. 


DIVIDEND NOTICES 
KENNECOTT COPPER CORPORATION 


New York 5, N. Y. 
February 18, 


120 Broadway, 
1949 


A cash distribution eof twenty-five cents (25c) 
a hare and a_e special cash distribution of 
fifty cents (50c) hare have today been de- 
clared by Kennecott Copper Corporation, pay- 
able on l 1949 to stockholders otf 


March 
t close of 
A. S 


business March 1, 1949 
CHEROUNY, Secretary 


record at the 





C.1.T. FINANCIAL CORPORATION 


e Dividend on Common Stock 


A quarterly dividend of 75 cents per share in 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION. 
payable April 1, 1949, to stockholders of record 
at the close of business March 10, 1949. The 
trans books will not close. Checks will be 


ler 
mailed. 
FRED W. HAUTAU, Treasure; 


February 17, 1949, 


Lyon 
business 
Ridge 





mon 
March 
at 
Checks will be mailed. 


H. Gene Lyon Opens 
ROCHESTER, N. Y.—H. Gene 
is engaging in a securities 
from offices at 4232 
Road. 


DIVIDEND NOTICES 


The Board of Directors of 
PITTSBURGH 
CONSOLIDATION 
COAL COMPANY 


at a meeting held today, declared a quarterly 
dividend of 75 cents per share on the Com- 


Stock 
12, 


close 


of the Company, payable on 
1949, to shareholders of record 
the of business on March 3, 1949. 
CHARLES E. BEACHLEY, 

Secretary-Treasurer 


February 21,1949 


SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 125 


A QUARTERLY DIVIDEND of One Dollar 


and Twenty-five Cents ($1.25) per share on the 
Common Stock of 


this Company has been de- 


clared payable at the Treasurer's Office, No 
165 Broadway, New York 6, N. Y., on Monday, 
March 21, 1949, to stockholders of record at 
three o'clock P. M. on Monday, February 28, 
1949 The stock transfer books will not be 
closed for the payment of this dividend 

J. A. SIMPSON, Treasurer. 


New York, N. Y., February 17, 1949 

















COMMERCIAL 


SOLVE NTS 
Corporation 


DIVIDEND No. 57 


A dividend of thirty-seven and one- 
half cents (37 Y2¢) per share has to- 
day been declared on the outstanding 
common stock of this Corporation, 
paycble on March 31, 1949, to 
stockholders of record at the close of 
business on March 9, 1949. 


A. R. BERGEN, 
Secretary. 


February 23, 1949. 

















GENERAL PORTLAND 


CEMENT COMPANY 


Aso | TARY | 
\\\ B 


CORIVE 


RTLAND CEMGrry 













Common Stock Dividend 


The Board of Directors of General Port- 
land Cement Company has this day 
declared a dividend upon its Common 
Stock of 40 cents per share, payable 
March 31, 1949 to stockholders of 
record at the close of business on 
Marchll,1949. The stock transfer books 


will remain open. HOWARD MILLER, 


February 18,1949 Treasurer 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 75 cents per share and an additional 
dividend of 50 cents per share on the Com- 
pany’s capital stock, ~~ March 15, 
1949, to stockholders of record at the close 
of business February 25, 1949. 

E. F. VANDERSTUCKEN, 


Assistant Secretary 








rg. 
TENNESSEE 
GCorro RATION 


BLNNESSCE CORPORATION, 
A dividend of 30c per share has 
been declared, payable March 25, 
1949, to stockholders of record at 
the close of business March 3, 1949, 
J. B. McGEE 


Treasurer. 


61 Broadway 
New York 6, N. Y 


February 15, 1949. 














SOUTHERN CALIFORNIA 
EDISON COMPANY 


Preferred Dividends 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 
371/, cents per share on Orig- 
inal Preferred Stock, payable 
March 31, 1949, to stockhold- 
ers of record on March 5, 1949, 
27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series, payable on March 31, 
1949, to stockholders of rec- 
ord on March 5, 1949. 
O. V. SHOWERS 
Secretary 


February 18, 1949 





























CANADIAN PACIFIC 
RAILWAY COMPANY 


Dividend Notice 


At a meeting of the Board of Di- 
rectors of Canadian Pacific Railway 


Company held today a final dividend | 


of three per cent (seventy-five cents 
per share) on the Ordinary Capital 
Stock in respect of, and out of earn- 
ings for the year 1948 was declared 


| payable in Canadian funds on March 
| 31, 1949, to Shareholders of record at 
(3 p. m. on February 25, 1949, 


The Directors again point out that 


/net earnings from rail operations are 


insufficient for the payment of any | 


dividend. The increases in wages and 
the costs of materials exceeded by 
more $4 million the increase in gross 


earnings. The dividend is attributable | 
| entirely to income from sources other 


than rail operation. 
By order of the Board. 
Frederick Bramley, 
Secretary. 


——_eee VMontreal. February 14, 1949. 





A dividend of thirty-seven 
and one-half cents (37%e) 
per share on the Common 
Stock of this Corporation 
was declared payable Mar. 
15, 1949, to stockholders of 
record Feb. 28, 1949. 


Checks wilk be mailed. 


fhm a tyaw 


TREASURER 
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Philadelphia. Pa. 
Feb. 18, 1949 


PHILLIES 


Americas Wf cigar 
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Washington... 


Behind-the-Scene Interpretations 
from the Nation’s Capital 


And You 














BUSINESS BUZZ 











WASHINGTON, D. C 
Capital that despite the 
President Truman maj 
outlook for the nation’s 
intiation”’ legislation. 

This suspicion is predicated 
upon the surprising intelligence 
that, so far as can be foreseen at 
present, the intention of Con- 
gressional leaders is quietly to 
shelve the whole “‘anti-inflation” 
program for a minimum of four 
weeks, a probable period of six 
weeks, and possibly even for 
longer. 

The House and Senate Bank- 
ing committees, which have 
jurisdiction over the proposed 
“Economic Stability Act of 
1949,” are all pretty busy. They 
are so busy they just won't be 
able to play with that bill for 
some ttime. ‘lake the Senate 
Banking Committee, for in- 
stance. It works this week and 
maybe longer writing its ver- 
sion of the grand housing pro- 
gram. Between the writing and 
handling of this measure on the 
floor, two or three weeks could 
elapse. Then following housing 
comes rent control. The Sen- 
ate Banking Committee just 
must take that up before tak- 
ing up general anti-inflation 
legislation, because rent con- 
trol expires, and rent control 
could readily take two or three 
weeks. 

Then the House Banking Com- 
mittee in turn has got to take up 
housing. This housing proposi- 
tion is pretty big. That would 
require two to. three weeks of 
hearings, but the House com- 
mittee can’t get that out of the 
way until the rent control bill, 
upon which it has been working, 
has been washed up. 


barrage 
not be 
econom\ 


There is a considerable mystery 
about this decision to tuck the 
“economic stabilization” program 
away for a while. As a matter of 
fact, nobody took the trouble to 
announce it, and it is slow be- 
coming generally known. 

On the surface the Congress 
seems to be most cavalier with 
one of the main sales lines of 
the new Truman Administra- 
tion. Yet some are suggesting 
the explanation may be quite 
different. The chief exponent 
of the notion that the inflation 
is just around the corner was 
John D. Clark of the Council 
ef Economic Advisers. Mr. 
Clark said that come spring, in- 
flation will get going again. It 
is suggested that the White 
House might be agreeable to the 
idea of letting things slide 
quietly by from four six 
weeks—just to be sure. This 
supposition, however, cannot 
yet be confirmed. 


to 


may seem, few 
or newspaper men 
the trouble to read 
Mr. Truman’s “Economic Stabil- 
ity Act of 1949” bill, or there 
really would have been some fire- 
works before this. Everybody 
has simply assumed that the bill 
was intended to, provide standby 
materials, price, and wage con- 
trols, plus government loans or 
construction of plants to produce 
scarce materials in extreme need 
or in exceptional cases. 

As a matter of fact, Mr. Clark 
said in open committee meet- 
ing that he personally doubted 
that under the bill it would be 
necessary for the government 
to construct a single plant to 
produce a single critical mate- 
rial, except perhaps synthetie 
fuels. 


Strange as it 
Congressmer 


have taken 
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is a sneaking suspicion at the 
of protestations to the contrary, 
firm in his belief in the 
and the need for “standby 
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The actual 


ros\ 
anti- 


language of the bill 
is something different. Under it 
the President could build up a 
synthetic fuels program costing $5 
billion, as Interior Secretary Krug 
would like to do. He could set “up 
a factory to build dentist’s drills 
to till the teeth of the very same 
Ethiopians who would get bath- 
tubs under the other “bold new 
program” announced the in- 
augural address. 

vwne of the first things which 
caught the attention of those 
who read the economic stabili- 
zation bill was that the pro- 
visions fur monkeying with the 
econemy were given first and 
foremost position in the bill. 
Standby price and materials 
controls were the “back of 
the book.” 
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The fast one which would be 
pulled by this act is that its pur- 
pose is not limited to meeting the 
odd material shortage. Instead 
the central purpose of the act 
expressly to forward the objec- 
tives of the “Full Employment” 
Act of 1946, which Congress 
passed with a pious declaration of 
believing in the objective of full 
employment, but cutting out the 
then pending proposals to com- 
mit the government to concrete 
steps to maintain full employ- 
ment. 

Hence the central objective of 
the bill is not to break a bottle- 
neck or two, but to vest the 
President with power to main- 
tain full employment. 

The President would also arm 
himself with other statutory ob- 
jectives. Thus he could act to do 
anything to counter threats to: 
national security, the purchasing 
power of the dollar, the free flow 
of commerce, the continuation of 
useful employment opportunities, 
the carrying out of the foreign 
policy of the United States, eco- 
nomic stability, or the general 
welfare. 

These are 
thorizing the 
government 


is 


provisions au- 
to lend 


the 
President 
money to establish 
an industry, or for the govern- 
ment directly to construct a fac- 
tory. There is nothing in the pro- 
posed bill which would limit the 
Presiaent’s selection of purposes 
to justify government-in-business. 

Thus, if he tound that in- 
creased aluminum production 
capacity were necessary to 
counter the threat to national 
security of a possible war one 
or 100 years hence, there is no 
proposed ftimitation on _ the 
President's discretion to so find, 
as proposed in the President's 
bill. 

It is believed no exaggeration 
to say that if providing jeeps 
for the Africans to carry ivory 
to coastal cities were found to 
be necessary to the foreign pol- 
icy of the U. S., the President 
could buy or have the govern- 
ment build the jeeps. Incident- 
ally, the same objective would 
countenance an ivory price sup- 
port program. 

remote possibilities are 
they so appear to 
He has not both- 
iself down with det- 
his ca- 


These 
only remote if 
| the President. 
‘ered to tie hin 
j}initions circumscribing 
|pacity to limit the use of his 
j;powers. The President alone 
| could determine if it is necessary 
ito undertake some government 
j}economic activity. 
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‘“‘Where do they keep the Bulls and the Bears?’’ 


such terms and conditions as the 
President deems necessary” or 
have the government itself by 
contract construct industrial 
plants, would be by establishing 
“quantity goals” on ‘materials or 
facilities” which he designated. 

Before the President could 
put the government or its 
money to work expanding in- 
dustrial capacity he would have 
to determine that -“‘all practica- 
ble measures” had been taken 
to use existing capacity by pri- 
vate enterprise, and private en- 
terprise was unwilling to un- 
dertake expansion “on terms 
and conditions deemed by him 
to be reasonable.” 


Mr. Truman's proposed powers 
to maintain full employment, the 
general welfare, the foreign pol- 
icy, the free flow of commerce, or 
the opportunities for the better 
life, would not be limited to fi- 
nancing or constructing industrial 
plants. 

The President could also achieve 
these nebulous ‘quantity goals” 
by government purchases (in this 
case specitically limited to raw 
materials), and the purchases 


|; could be made at home or abroad. 


The President also would be em- 
powered by this bill not only to 
purchase materials, but could 
transport, store, process, and re- 
fine any materials. He could 
also purchase materials for re- 
sale to private industry for use on 
government or detense contracts. 

Finally. the bill does not re- 
quire the government, after hav- 


ing a factory built to lease it to 
private industry for operation. 
The bill says he may do so. The 
bill also provides at various 
points for special favoritism to 
“small business.” 


Such a broad proposition as is 
encompassed in the President's 
bill obviously won't get to first 
base with this Congress. When 
the Congress generally realizes 
what is proposed in the bill, the 
President may be asked if he 
actually read it before it went 
to the Hill, and if so, how come. 


There is a fair chance that the 
8lst Congress will put the govern- 
ment into the rural telephone 
business and, strange as it may 
seem, there is no evidence that 
Harry Truman is pushing it. The 
notion of having the Rural Elec- 
trification Administration finance 
the rural telephone business has 
been a pet project of Representa- 
tive W. R. Poage of Waco, Texas, 
for five years. Needless to say, 
the nearer the job of subsidizing 
rural power lines comes to final 
completion, the more interested 
is REA in picking up a new line 
of merchandise to keep the old 
shop open longer and_= sundry 
ladies and gentlemen on the pub- 
lic payroll. 

It is anticipated that the REA 
telephone bill will be reported 
out shortly from the House Com- 
mittee on Agriculture. 

As finally reported out, the 
bill is expected to provide “‘pro- 
tection” for existing telephone 


companies, That is to say, REA 
will first have to offer the 2%, 
35-year loans for rural phone 
line expansion te the existing 
telephone company, be that a 
little independent, a mutual, a 
municipal company, or even the 
AT&T. Then if the _ existing 
outfit will not undertake a 
bold new program of expansion, 
then REA is free to go ahead 
and set up whatever it wanis. 

REA can put a lecal so-called 
“cooperative” REA power com- 
pany into the telephone busi- 
ness or it can dish out the 
dough to a limited dividend 
company, anything else ‘“‘coop- 
erative,” or a municipal system. 

Some of the more conservati\ 
boys are trying to tigure out how 
to make the protection of exist- 
ing phone companies secur 
against the disguised socialism ot 
REA, but they toug} 
problem. 

REA 
ivacts oO} 
telephone 
areas string 


Say it ls a 


has sanctioned 
173 “cooperatives” to let 

companies in- rural 
their phone wires 
along REA _ power poles This 
saves a lot of 1 At presen? 
there are no strings on these con- 
tracts. 

Once the REA gets in the tele- 
Phene business, however, it 
expected to be different. REA 
will clamp down, so it is sug- 
gested, unless the phone com- 
panies agree to what is eu- 
phemistically called “area cov- 
erage.” “Thus, say five tele- 
phones per mile were adjudged 
to be necessary to pay out. If 
the private or existing tele- 
phone cOmpany average 49 cus- 
tomers over five miles of line, 
it would be called upon by REA 
to string a five-mile line to give 
phone service to a single cus- 
tomer or lose its right to string 
wires on REA poles, to be fol- 
lowed by losing to a competing 
REA phone company. 
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(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capita! 
and may or may not coincide with 
the “Chronicle’s” own 
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